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PERIL AND OPPORTUNITY 


PRESIDENT KENNEDY’S CALL TO ACTION 


*“T SPEAK today in an hour of national peril and national opportunity. 

Before my term has ended we shall have to test anew whether a nation 
organized and governed such as ours can endure. The outcome is by no 
means certain. The answers are by no means sure.” 

In the opening sentences of President Kennedy’s first Message to Congress 
on the State of the Union there is surely a conscious echo of another famous 
—perhaps the most famous—presidential speech: “Fourscore and seven 
years ago our fathers brought forth upon this continent a new nation, con- 
ceived in liberty, and dedicated to the proposition that all men are created 
equal. ... We here highly resolve that the dead shall not have died in vain, 
that this nation, under God, shall have a new birth of freedom, and that 
government of the people, by the people, and for the people, shall not perish 
from the earth.” Coming to office at a time when his countrymen are 
romantically and sonorously commemorating their heroic struggle of a cen- 
tury ago, the new President summons them, as Lincoln did, to concentrate 
their efforts upon the crowding challenges of the future they confront. 
Thoughts of a more recent orator readily present themselves. Without sub- 
scribing to the curious interpretation of one newspaper, that Mr. Kennedy 
was offering his hearers “Sir Winston Churchill’s blood and tears”, the 
implication that the peril and opportunity are comparable to those of 1940 
is not to be escaped. The note of leadership, the call to service and sacrifice, 
are such as have not been heard in America since Franklin Roosevelt died in 
the hour of victory sixteen years ago. 

It was time that such a note should be sounded. If in the past eight years 
the voice of America has seemed confused and its vision of the world clouded, 
that is not to be imputed for blame to the outgoing President. It is no 
reproach to a military veteran, whose fame as a commander is secure, that 
when multitudinous voices attribute to him the qualities of a saviour of 
society he should as a patriot accept the call. In 1952 the American people 
were in a mood of disillusionment with politicians, and clamoured to be 
represented by some national figure from outside politics who should be . 
above the contending parties and be the incarnation of their own prowess 
and hope. Such a figure in Europe is called a king. But whether or not 
Americans were then subconsciously moved by a masochistic yearning for 
George III, they failed to reflect that, since their ancestors had cut the 
monarch into four-year lengths, he could scarcely be revived with much 
hope of vitality. The constitutional robes provided in the White House are 
cut to the measure of a politician and only a politician can wear them with 
authority. And so, though General Eisenhower carries into his retirement, 
with universal good wishes, the gratitude of all the free world for the 
transcendent service he has rendered in his day, the friends of America turn 
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away with relief from the latest phase of increasingly dangerous inertia to 
welcome a leader who points a clear way ahead, steep and stony though it 
be, and demands that it be followed to the end. 

President Kennedy takes up his task frankly as a politician: he surveys the 
political threats and dislocations at home and abroad, and proposes political 
remedies. It is true that the remarkable general staff he has gathered about 
him, men of first-rate capacity whose individual qualities are discussed by 
our American correspondent on another page,* have not all achieved their 
distinction in congressional or administrative service. That will not matter, 
since they are to be directed by a chief who is plainly master of his own well- 
considered philosophy of government. With sound judgment he begins at 
the foundations, with far-reaching plans to set the national economy in 
order. It is grievously imperilled, largely because America has strained her 
resources to the limit even of her unprecedented opulence in order to buttress 
the defences of her friends and relieve the poverty of less fortunate peoples. 
The strains and stresses are analysed elsewhere in this issue of THE RounD 
TaBLeE.t Mr. Kennedy’s determination is not to withdraw from the altruistic 
commitments of the United States, but,to press more vigorously forward 
with the expansion at home required to support them. At the very beginning 
of the Message to Congress he enumerates the economic measures in imme- 
diate contemplation—unemployment compensation, food for the dependents 
of the unemployed, development of distressed areas, housing enterprises, 
raising of the minimum wage, tax incentives for plant equipment, price 
stabilization and much more. So far as the domestic economy is concerned, 
the President’s strategy requires that the nation shall spend itself out of the 
present recession, with all that this requires of intensified effort over the whole 
range of industrial production. It is a bold policy, aimed at restoring the 
threatened stability of the currency by means that might further unsettle it 


should the plan go awry. The President declares himself confident that it 
will not go awry: 


We need not—and we shall not—take any action to increase the dollar price 
of gold from $35 an ounce—to impose exchange controls—to reduce our anti- 
recession efforts—to fall back on restrictive trade policies—or to weaken our 
commitments round the world. 


This Administration will not distort the value of the dollar in any fashion. 
And this is a commitment. 


These are brave words, and it is a pity that in British ears they inevitably 
revive an echo of the equally emphatic language used by Sir Stafford Cripps 
just before the devaluation of the pound sterling in 1949. On that occasion 
THE Rounp TaBLE quoted the comments of an eminent Swiss economist, 
and they may be repeated now: 


It is tragically the case that the deception of the people in a time of currency 
devaluation must in its technical manifestation make use of lies and deceit. For 
in order to succeed, devaluation of the currency must come like a “thief in the 


* See “Mr. Kennedy Takes the Stage”, pp. 154-9. 
t See “The Dollar”, pp. 115-28. 
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night”, and in order to ensure success for the “thief” the population must before- 
hand be lulled into an illusion of rest and certainty. The British Chancellor of 
the Exchequer has played this double role with all the skill of a virtuoso. Because 
of that the betrayal of the trust of the people has dealt a deeper blow and from 


now on every government statement in questions of currency will be dis- 
credited.* 


This warning is not recalled in order to question the sincerity of the Presi- 
dent. He, like Cripps, is caught in the vicious system of managed currencies, 
imposed by the dislocation of war, from which the world is unlikely to be 
extricated in his time, and which while it prevails makes it impossible for the 
truth of these matters of high finance to be publicly told. He is far indeed 
from wishing to lull the population into an illusion of rest and certainty; 
and it is impossible to doubt his confidence that the pledge of stability he has 
given can be redeemed.t} But the formidable difficulties remain, and his suc- 
cess, which is as important to all the free world as to America, will depend 
on the response to his demand for a national effort. 

As in domestic, so in international affairs. ““The tide of events has been 
running out and time has not been our friend.” Staunch as Mr. Kennedy 
declares himself to the liberating mission of America, he is determined to 
strip his countrymen of any illusion that liberty expands by some beneficent 
law of nature. He surveys in a relentless catalogue the “harsh enormity” of 
menaces it confronts all round the globe, and must master in the short term 
lest they become more deadly in the long. The relentless pressure of Com- 
munism in Asia, “from the borders of India and South Vietnam to the 
jungles of Laos”, the brutal civil strife in the Congo, the hostile base in 
Cuba which lowers over “the peaceful revolution of hope” that the United 
States seeks to foster in Latin America, the partial disarray of American 
alliances in Europe and the possible undermining of NATO by economic 
rivalries—all reflect and are magnified by the unrelaxed ambitions of the 
communist Powers, as conspicuous in China as in the Soviet Union, for 
world domination. 

The President summons the United States anew to take up its double task 
—to defend the free world and to build it up. Each aspect reacts directly 
upon the other. The Secretary of Defense is ordered to produce far-reaching 
plans for modernization and expansion—air-lift capacity, the Polaris sub- 
marines, the missile programme, are specially emphasized. Behind this mili- 
tary screen Mr. Kennedy declares it to be the inescapable role of the United . 
States to take the lead in constructing a sound and expanding economy for 
the entire non-Communist world—a towering and unprecedented challenge, 
to which “the response must be towering and unprecedented as well, much 
as Lend-Lease and the Marshall Plan were in earlier years”. He goes on to 


* Dr. H. von Homberger, Director of the Bureau of the Swiss Association for Com- 
merce and Industry, in Neue Zircher Zeitung, Oct. 1, 1949. 

t+ See p. 156, where an American correspondent writes: “If recession should worsen 
or some international crisis should supervene, this pledge will go by the board... . 
Whether the economy can be successfully stimulated remains to be tested. If not, the 
Kennedy programme is bound to unbalance the budget.” 
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outline some of the vast undertakings he has in mind, extending help from 
Poland to Tierra del Fuego and seeking through the “food-for-peace” pro- 
gtamme to succour the hungry nations of the world. 

“We cannot escape our dangers.” “The news will be worse before it is 
better.” “There will be further setbacks before the tide is turned.” And yet, 
tense as the whole document is with the feeling of struggle, there appears 
also the imaginative quality of this new young leader of the forces of freedom 
when he looks beyond the arena of conflict to regions where our earthbound 
enmities should surely fall away. Already the young men are in training who 
will make the first attempt from the United States to penetrate into sublunar 
space; and it is scarcely to be doubted that their peers in the Soviet Union 
are looking aloft with the same ambition. Mr. Kennedy explicitly contem- 
plates this great enterprise of exploration as one in which all nations including 
the great eastern rival may co-operate “in preparation for probing the distant 
planets of Mars and Venus, probes which may some day unlock the deepest 
secrets of the universe”. All will hope that this vision of earthly quarrels 
transcended in the empyrean may some day be realized—and that no plans 


have yet been drawn to enlist Martians and Venereans as reinforcements on 
opposite sides of the cold war. 


CORRIGENDUM 


In the article on “The Franco-African Community” (in THE ROUND TABLE, No. 201, 
December 1960) lines 14-18 on p. 34 should have run as follows: “In Senegal, all 80 seats 
went to M. Senghor’s party; in Upper Volta, 64 of the 75 seats went to the majority party 
(Rassemblement démocratique africain) ; in Mauritania, all 40 seats went to the party in power; 
in the Ivory Coast, M. Houphonet-Boigny’s party won all the seats and he was unanimously 
chosen as Prime Minister’’. 

The Director of the Institute of Commonwealth Studies in the University of London, 
drawing on the experience of frequent visits to French West Africa in the relevant decade, 
disagrees with the author’s statement that “up to the s0’s Tunisia was the only French 
dependency in which there were trade unions” (he mentions Madagascar and Senegal), and 
that “in 1940 there were already 20 British trade union leaders in colonial territories in order 
to advise young trade unions on organization’. 








THE DOLLAR 
AMERICA’S FINANCIAL PROBLEM 


AST October there was a rush to buy gold on the free market in London. 

The price per fine ounce rose suddenly from around 2515. 6d. ($35-20) 
in the first half of the month to a peak of over 2855. ($40) on October 20, and 
it remained between 256s. and 259s. until mid-November. The U.S. Treasury 
soon saw the dangers inherent in the situation, which amounted to a publicly 
advertised vote of no confidence in the dollar, and arrangements were made 
to supply the market with whatever quantity of gold might be necessary to 
keep the price in line with the dollar’s declared gold parity. Although officially 
the U.S. Treasury is only prepared to supply gold against tenders of dollars 
in large amounts by foreign central banks, the effect of the measures taken 
was equivalent to making the dollar convertible into gold at close to par 
value, regardless of the identity of the holder. 

The flurry in the gold market drew the world’s attention to a problem of 
which those intimately concerned with international finance had become 
increasingly aware in the course of the previous four months. Week after 
week during that period, the U.S. Treasury had had to announce net with- 
drawals of gold on a mounting scale; froma total averaging under $25 million 
per month in the first half of 1960, they rose to $174 million in July, $144 
million in August and $319 million in September. It had been clear that the 
losses could not continue for long at such a rate without reducing the stock 
of gold not required as statutory backing for the note issue and internal bank- 
ing system to a level at which it no longer covered foreign private short-term 
deposits, let alone the dollar currency reserves of foreign central banks. This 
situation inevitably caused deep and anxious meditation among both major 
and minor holders of dollars. Perhaps more importantly for the gold market, 
however, it aroused the keen interest of the many private and institutional 
financial operators who watch the skies continuously for signs and portents 
such as the shrewd can put to profitable use. 

The history of the dollar in 1933 and 1934 showed that even an economy 
as strong as that of America could be vulnerable to the virus of lack of 
confidence in its currency, and could quickly be undermined by the cancer 
of too high an internal cost structure. The U.S.A. appeared to be on the very 
brink of a crisis admitting of only two solutions—an immediate increase in 
the dollar price of gold (which would probably be copied by most other 
currencies, leaving relative exchange rates unaltered), or a moratorium on 
gold payments while the dollar found its right level vis-a-vis other currencies. 
The only step providing cover against both these eventualities, other than 
a tisky investment in gold mining, was the purchase of gold. Buying de- 
veloped on such a scale that the London market could not meet the demand. 
The necessary supplies could come only from the reserves of some central 
bank. 


The establishment of a large premium in the gold market on several 
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successive days was sufficient in itself to confirm the doubts of those with 
suspicious minds; if central banks were not prepared to take a painless profit 
of 5s. and more per fine ounce, it must be because they believed there was 
even more to be gained by holding on. By this time official denials of any 
intention to change the gold content of the dollar, whether by the Secretary 
of the U.S. Treasury or by the Director of the International Monetary Fund, 
would not in themselves have been-of any avail. The gold price had to 
| be brought down by the U.S. Treasury as an essential step in preventing 
) the development of a run on the dollar in which American citizens and 
: financial institutions might participate as well as foreign holders of dollar 
balances. 

The U.S. authorities were quick to recognize that neither denials nor 
temporary masking of the red light shown by the gold market could in them- 
selves hold the position for long. The fears of the international financial 
world were solidly based on a steadily adverse balance of payments, which 
for some time had been aggravated by a massive outflow of short-term capital. 
Action as well as words was required to carry conviction that the balance-of- 
payments deficit could be and would be tackled successfully and in time, and 
that the gold drain from movements of capital could be and would be halted 
before it brought America to that “point of no return” where trends in the 
balance of payments become irrelevant. In other words, the U.S. authorities 
E had both to buy time in which to put their house in order, and be seen to be 
; tackling their housekeeping as the necessary complement to that operation. 
So far as the first of these tasks is concerned, they have not got very far 
beyond drawing attention, mostly by proxy, to the various measures open 
to them; they have set about the second task, however, with a vigour which 
has brought anxious questioning in the rest of the free world regarding the 
possibly adverse effects on the world economy of the measures announced or 
in prospect. 





Popular Misconceptions 


NE can hardly survey America’s dollar problem rationally without first 

clearing out of the way a number of popular misconceptions. There has 
been a good deal of emotional prejudgment of some of the issues at stake; 
and inside America itself many prominent and otherwise sober citizens 
display attitudes verging on the hysterical whenever the dollar is under 
discussion. Phrases such as “creeping inflation”, “wage costs”, “gold back- 
ing’’, “soundness of the currency”, “deficit finance” and “pricing oneself 
out of the market”, have an emotive significance in the American political 
and economic scene which makes calm appraisal and sensible action difficult 
for an Administration conscious of public opinion. 

In terms of order of magnitude, perhaps the biggest mistake made on both 
sides of the Atlantic is to follow popular prejudice inside the U.S.A. in 
assuming that the gold backing legally prescribed for the dollar note issue 
and banking system is sacrosanct. If this were indeed so, and if there were no 
possibility of international assistance by way of loan and guarantee, America 
would now be in a position where she could be forced into bankruptcy by 
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purely private holders of short-term dollar assets. The relevant figures are 
shown in Table I below: 


TABLE I 


Gold Reserves and Short-term Liabilities and Assets of U.S.A. at 
December 31, 1960 ($ thousand million) 





























1950 | 1957 | 1958 | 1959 1960 

Monetary gold : ‘ . . - | 22°7 | 22°8 | 20°5 | 19°6 | 17°75 
Less 

Statutory minimum reserve . ° - | 109 | 11-4 | 11-8 | 12-2 | 11°62 
Free gold reserve . , : . ; . 11-8 | 1174 8-7 7°4 6°13 
Private short-term liabilities to foreigners* . 3°7 5°7 5°9 71 | (7°4 Oct.) 
Official liabilities to central banks and govern- 

ments . ; : . ; . ‘ 3°74 | 7°9 8-7 | gr | (10-3 Oct.) 
Total short-term debt (excluding international 

institutions) . ‘ ‘ - . . 71 | 13°6 | 14°6 | 16-2 | (17-7 Oct.) 
Less 

Short-term assets abroad ; . -| og | 22] 25 26 | (3°3 Oct.) 
Net short liability ; . . > . 6-2 | 1174 | rar | 13°6 | (14°4 Oct.) 











* As reported by U.S. banks. 


The idea that a country’s internal money requires gold backing has its 
roots in history, and dies hard. At various times since the First World War, 
however, most of the world’s major economies have under pressure of cir- 
cumstances dropped all legal requirements that currency notes or banking 
deposits should be matched by a proportionate holding of gold, or its equiva- 
lent in foreign exchange. A reserve of this kind, being unusable, is no reserve 
at all unless and until it is freed from the shackles of a system which has 
become an anachronism. Prejudice against falling into line with modern 
practice runs strong in the U.S.A., but the tide of informed opinion is at last 
turning in favour of releasing whatever amount of gold may seem necessary 
to avert immediate danger of a run on the dollar—a catastrophe which would 
force the Administration into hasty and perhaps disastrous solutions. It would 
be very unwise to assess the strength of the dollar otherwise than in terms of 
America’s total gold holding. 

A second source of reserve strength immediately available to the U.S. 
Treasury tends to be overlooked altogether. Although the amount in gold 
which America can withdraw on demand from the I.M.F. by virtue of her 
subscriptions to that body is only $1,000 million, at least a further $1,000 
million could in practice be made available at short notice in either gold or 
convertible currencies. 

A misconception almost as widespread as that fixing attention on the free 
gold reserves instead of the total gold stock concerns the nature of the 
obligations included under the heading of “Short-term liabilities”. For the 
most part, these consist of banking accounts and holdings of U.S. Treasury 
Bills which can be realized and withdrawn at short notice. It is as great a 
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mistake, however, to contemplate seriously the possibility of total with- 
drawal by all foreign holders of debt as it would be to panic at the thought 
of what would happen if all depositors in a U.K. Joint Stock Bank were 
simultaneously to demand repayment in Bank of England notes. In practice, 
there is always a hard core to a large body of miscellaneous liabilities. 

There is no question of withdrawal of their dollar balances by international 
bodies such as the I.M.F. and the World Bank; their object is not to provoke 
but to prevent a crisis. Again, many central banks in Europe are most unlikely | 
to withdraw more than a small part of their balances for conversion into gold, 
since they know that the consequences of a dollar crash could be disastrous 
to the world economy. In this respect the position of the major dollar 
creditors, such as Germany, Italy and Japan, is closely analogous with that 
of countries such as Australia, whose reserves are held by the U.K. and 
could not be withdrawn without provoking the collapse of the Sterling Area. 
It is worthy of note that Germany in particular, the biggest holder of dollar 
balances by far, has recently been acting with conspicuous restraint; the 
Bundesbank has in effect been continuously re-lending to the U.S.A. dollars 
withdrawn by German banks and private citizens. The U.K. is equally un- 
likely to bring undue pressure to bear on the dollar, not only for political 
reasons but because it is almost certain that if the dollar fell the next currency 
to come under attack would be sterling. Most countries, moreover, must 
retain minimum working balances in New York. Finally, even in the private 
} sector of the short-term liabilities due to foreigners, there will be banking 
: accounts and bill holdings which are unlikely to be withdrawn; this will be 
true of commercial working balances, the temporarily uninvested funds of 
many trusts, and the private banking funds of many countries whose exchange 
rate is unlikely to alter vis-a-vis the dollar even if the latter is devalued in 
terms of gold or freed to find its own level. 

When these misconceptions are cleared out of the way it can be seen from 
the figures quoted in Table I that the dollar is very unlikely to be brought 
to its knees in the near future solely by a drain of short-term funds initiated 
by foreign holders. So far as its balance-sheet strength is concerned, the 
dollar is still incomparably stronger—at least on paper—than is sterling, and 
its balance-of-payments position is better also. In face of the comparisons 
shown below, it would seem to be one of the more bizarre features of the 
present situation that London should still be regarded as a financially sound 
centre to which funds can safely be transferred from New York to earn the 
available interest-rate premium, while the dollar is widely thought to be on | 
its death-bed. 

The U.K. position would appear even worse if credit were taken for the 
gold proportion of the reserves only, while America’s ability to pay in paper 
dollars is of course both unlimited and irrelevant. On the other hand, the 
deficit on the U.K. balance of payments in 1960 was almost certainly ex- 
ceptional; there were substantial surpluses in each of the two previous years, 
which all but sufficed to cover the outflow of long-term capital. 

In the context of the present situation, however, there is a difference 
between the dollar and sterling which is fundamental and completely in- 
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TABLE II 





U.S.A. U.K. 














1. Gold and convertible currency reserves September, 1960\ $18-7 thousand | $3-1 thousand 
million (gold million (gold 


only) and dollars) 
2. Reserves as percentage of short-term liabilities* to: 
(a) Private creditors . “ 249% 93% 

(6) Central bank and other official ‘cocdlnots ‘ 137% 434% 

(¢) All short-term creditors, including inter- 
national institutions . 88% 254% 

3. Reserves as percentage of annual foreign trade iare- 
over (i.e. exports and imports) . 55% 134% 


4. Net current balance-of-payments deficit, 1960 (est.) 
(including military, grant, and loan-aid but 
excluding long-term capital) . ; ‘ $400 million $250 million 


(2:2% of reserves)} (8% of reserves) 
5- Annual outflow of long-term aseaal int-snetele 


average . : $2,600 million $770 million 
(13% of reserves) | (25% of reserves) 











* For the U.K., short-term liabilities are taken as being the published Sterling balances. 


validates the comparisons set out above. The greatest popular misconception 
of all is reflected in current writing and discussion which looks at the dollar’s 
present weakness as if it were an external problem of inadequate reserves, 
excessive liabilities to foreigners, and a slow bleeding to death because of a 
structural balance-of-payments deficit. It is nothing of the kind. If the dollar 
falls, it will do so because it has been brought to its knees by the speculative 
activities of the Americans themselves, though it may well be outsiders who 
administer the coup de grace. The fundamental weakness of the dollar at the 
present time lies in the absence of a system of exchange control whereby 
America’s own citizens can be prevented from initiating a massive exodus of 
native capital. The necessity of supplying the free gold market to keep the 
price within bounds has the effect of turning the exodus of dollars into a 
direct drain on the gold reserves, and it could continue to do so even in the 
unlikely event that the recent ban on American private gold holdings abroad 
proves effective as such. The same dollars could still be used to buy gold by 
recipient foreign bankers for their own account. There is little hope for a 
freely convertible currency under deliberate and sustained attack by its own 
people; and in the absence of effective control of movements of resident 
capital, it will be touch-and-go for the dollar until such time as the Americans 
themselves are convinced by word and deed that speculation in gold and 
foreign currencies will be unprofitable. 

Unfortunately for the U.S.A., there is little likelihood that it will be techni- 
cally possible to institute a workable control system in time to do much good. 
Unless such a system is immediately effective, its mere existence is liable to 
accelerate the flight of capital through every loophole still remaining. Even 
after twenty years of experience, the U.K. authorities have been unable com- 
pletely to plug the most dangerous of all escape routes, that involved in 
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changes in “leads and lags” on the financing of current trade. If American 
importers were to start paying on ordering, while exporters were deliberately 
dilatory, in repatriating sales proceeds, the U.S.A. could lose up to $8,000 
million in a single three-month period. 

Owing to delays in the appearance of statistics covering some of the 
critical sectors, it is not possible to estimate how great the exodus of American 
private capital has been during the past two months. In the ten months up to 
end-October 1960, however, it can be assessed at not far short of $4,000 mil- 
lion. Of this amount, however, about $2,000 million would represent normal 
exports of long-term capital, mostly by American businesses expanding 
abroad. A further $500 million, and perhaps as much as $750 million, prob- 
ably represents short-term funds placed in London, Frankfurt, Amsterdam 
and Ziirich, to earn the higher interest rates current there since April; these 
funds would probably return to the U.S.A. if the interest differential dis- 
appeared. There will also have been some genuine transfers of equity capital, 
attracted by the booming stock markets of Europe and repelled by the signs 
of incipient economic recession in the U.S.A. Even allowing for these 
factors, however, it seems probable that more than $1,000 million left 
_ America in search of profit from the dollar’s eventual downfall, and most of 
the movement occurred within three months. Since October the flight has 
continued at a rate at least as great. 

One further misconception deserves re-emphasis. It is not always realized 
that there is scarcely a country in the world for which the idea of “devaluation 
of the dollar” has any reality in terms of an alteration in relative exchange 
rates. By increasing the dollar price of gold, America could by a stroke of the 
pen make her gold reserve assume a value 50 or 100 per cent greater than her 
current liabilities ; but if she were to do so, she would have to assume that an 
exactly similar change would be made almost instantaneously by the monetary 
authorities of virtually every country in the free world, with the possible 
exceptions of Germany, Switzerland, and perhaps Italy. Even these countries, 
moreover, would not permit more than a small depreciation of the dollar— 
say 10 per cent—in relation to their own currencies. America can devalue the 
dollar in relation to gold, thereby buying as much time as she may require to 
put her balance of payments on a sounder basis; but she cannot in practice 
devalue the dollar today against the world’s currency system at large. Any 
flight from the dollar by America’s own citizens, therefore, cannot be de- 
fended as a flight from a prospective loss of international purchasing power; 
it would make no greater sense in terms of escape from a prospective loss of 
internal purchasing power, since there is equally little justification for sup- 
posing that the internal price level in the U.S.A. would rise in consequence 
of a world-wide increase in the price of gold 

The prospect of such an increase in the dollar price of gold does, however, 
offer possibilities of speculative profit for any buyer of gold at current prices, 
just as it offers similar possibilities for any central bank choosing to hold its 
entire reserves in the form of gold instead of a mixture of gold and other 
currencies. This is one of the objections in American eyes to writing up the 
value of the world’s gold stock; it would “reward moral crime”, not only on 
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the part of individuals (whose flight into gold is annoying to the authorities 
rather than immoral by any accepted standards of private financial practice) 
but on the part of governments and central banks (which most people would 
think owed a duty to the world in the matter of co-operation to maintain 
international financial stability, but not to the extent of backing a loser to the 
last fence). Fortunately, one does not have to argue in terms of moral meta- 
physics in order to sympathize with the view that there would be merit ipso 
facto in any scheme for increasing American world financial liquidity whose 
incidental rewards were less fortuitously and unevenly spread than those 


attaching to an increase in the dollar price of gold. This subject will be 
resumed later. 


To Overspend No Longer 


HE balance-of-payments deficit is the underlying cause of America’s 

dollar problem. On merchandise and services account the U.S.A. has 
had a strongly favourable balance with the rest of the world ever since the 
end of the war; there appears at first sight to have been no significant 
deterioration whatsoever over the past eight years, the annual surplus having 
varied round $5,000 million ever since 1955. Examination of the constituent 
details of the ordinary balance-of-payments account, however, shows that 
while the principal fluctuations from year to year have been the result of the 
changing fortunes of American exports of goods, there has been a disquieting 
trend over the past three years in three of the debit items. These key items 
are shown separately in Table III on the next page. 

The year 1959 was exceptionally poor for American exports, partly because 
of the disruptive effects of prolonged strikes in the steel and copper indus- 
tries, and partly because of abnormally low sales of cotton. In 1960, on the 
other hand, exports benefited exceptionally from large sales of both cotton 
and jet aircraft, and also from rising demand, deriving partly from the 
economic boom in Europe and partly from the removal of restrictions on 
imports from the Dollar Area. There seems no reason to agree with the more 
hysterical Americans who declare that wage increases have begun to price 
America out of the world market, but on the other hand it seems unlikely 
that under present conditions American exports could be maintained at the 
1960 rate in future years; $25,000 million would appear to be the level about 
which future exports of goods and services will fluctuate, unless diplomacy 
can break down some of the European barriers against dollar goods, or per- 
suade Germany to accept a higher exchange parity for the D.-mark. 

Recent trends in imports of semi-finished manufactures, finished manu- 
factures, and services look distinctly ominous; but on closer analysis one 
suspects that appearances may be misleading. Imports of semi-finished 
materials in 1959 were unduly stimulated by the shortages of steel and copper 
resulting from the strikes, and part of the 1960 imports can be attributed to 
the same cause. Throughout 1959 and the first half of 1960, moreover, there 
were heavy imports of cars from Europe; now that America is producing 
her own “compact” cars, however, the demand for European models has 
fallen swiftly. These three items probably added about $1,000 million per 
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TABLE III 
U.S.A. Balance of Payments ($ thousand million) 





1956 | 1957 1958 1959 |'60 (est.)* 





1. Current receipts 
Exports of goodst ° . - | +17°4 | +19°4 | +163 | +162 | +192 




















Exports of services . . « +63 +7°3 +7°1 +7°2 +7°4 
Total exports. ‘ ; - | +23°7 | +267 | +23°4 | +23°4 | +26°6 
2. Current payments 
Imports of goods: 
Semi-manufactures . ; ‘ —30 | —29 | —27 — 33 —3*2 
Finished manufactures ‘ m —3°2 —3°5 —3°9 —5'2 —5*4 
All other goods ‘ ; ° — 6-6 —6°9 —6*4 —6°8 —6"4 
Total goods . ; : ~ | —12°8 | —13°3 | —13°0 | —15°3 | —15°0 
Imports of services ‘ ‘ —4°7 —5rI —5*4 —5'9 —6"4 
Total imports . : ; ~ | —17°5 | —184 | —18-4 | —2r-2 | —21°4 
3. Net surplus on ordinary account sare 
of above) ‘ ‘ ‘ +6:2 +8:3 + 5:0 +22 + 5:2 
4. Special payments on account of mili- 
tary expenditure, grants and loan- 
: aid . —5°3 —5°8 —60 | —5'1 —5°6 


5. Exports of long-term capital (gross U. S. 
purchases of assets abroad and 
long-term loans to foreign coun- 
tries) , — 30 —3°2 —2°8 —2°3 —2-6t 

6. Less Imports ¢ lng- teres ‘capital 
(foreign purchases of U.S.A. assets)| +0°4 +03 +or1 +12 +12 


Other payments (net) : ; ; —7°9 —8-7 








—8-7 —6:2 —T7°0 





7. Net deficit on current, government 
and long-term capital account . —1'7 | —o-4 

















“SF | 25) “se 





* Based on official receipts and payments estimates up to September 30, 1960, and trade 
returns up to October 30, 1960. 


t+ Excluding direct military shipments under grants. 
$ Excluding purchases of gold and gold certificates. 


annum to America’s import bill in 1959 and 1960. The long-term trend of 
America’s imports, however, is almost certainly upwards, even though it is 
unlikely to prove so dangerous as the totals for the past three years would 
suggest. Having recovered from the war, Europe is now able to compete on 
America’s own doorstep with an ever-growing range of semi-finished 
materials and manufactured articles. 

In the case of imports of services, the main constituent showing a strongly 
adverse trend is American tourist expenditures abroad. This feature fulfils a 
forecast made fifteen years ago in a famous posthumous article by Lord 
Keynes. The cost of the tourist to the American economy, however, is con- 
siderably enhanced by the exemptions from import duty granted to returning 
travellers, and substantial savings in foreign exchange would undoubtedly 
result if these exceptional privileges were withdrawn. 
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Taking all these factors into account, it is unlikely that U.S. imports of 
goods and services will fall below $20,000 million per annum unless the 
“escape clauses” in GATT are invoked and special restrictions imposed. A 
surplus on ordinary balance-of-payments account of no more than $5,000 
million per annum must therefore be taken as the starting-point for discussion. 

Apart from the ordinary balance of payments discussed above, there is 
every year an outlay of over $5 million by the American government on 
military expenditure abroad, on grants to under-developed and impoverished 
countries made with the object of stiffening their economic fibre and political 
morale as a means of combating the spread of Communism, and on dollar 
loans repayable in local currency which are intended to serve the same pur- 
pose. Some of this expenditure comes back on the credit side in the form of 
American exports, but a large part of it results in orders for goods from other 
industrial countries and producers of food and raw materials. To this extent 
both the military expenditure and ancillary political expenditure result in a 
steady drain on the U.S. balance of payments. Given her high living standards, 
it would be inappropriate to paint too pitiful a picture of America as the 
impoverished Lady Bountiful still struggling to take on her shoulders the 
burden of the world’s want and disease; but in terms of internal political 
realities American generosity now exceeds the level of sacrifice which can be 
imposed on her people. It is America’s bounty to the free world which is 
breaking the dollar. 

Finally, America has been a continuous exporter of long-term capital, and 
the outflow on this account has been increasing of recent years. This item 
represents both the borrowing in New York by foreign enterprises and 
official bodies (such as the Canadian Provinces and Municipalities) for capital 
development purposes, and the establishment and expansion abroad of 
American-owned businesses. Even though they are made from commercial 
motives, these exports of capital are as much a contribution to the world’s 
economic health as gifts for the relief of poverty, for without capital there 
can be no improvement in living standards. In so far as this export of long- 
term capital results in the expenditure of dollars outside the U.S.A., it repre- 
sents a burden which in the long run must either be covered by an export 
surplus or result in a drain of gold; in this respect the American economy 
closely resembles that of the U.K. A substantial but unknown part of 
America’s capital exports, however, in effect takes the form of exports of 
goods; an example would be the establishment of an American-owned fac- 
tory in Mexico, the machinery for which was obtained from the U.S.A. One 
of the inevitable difficulties in discussing a balance-of-payments problem 
such as that of America is that the level of exports is in itself partly the con- 
sequence of exports of long-term capital, and partly the consequence of the 
scale of aid by way of grants and loans. While at first sight it might appear 
that the drain on American reserves could be diminished by discouraging 
exports of capital, any reduction in this item would be partly offset by a fall 
in American exports and consequent shrinkage in the balance-of-payments 
surplus itself. 


Certain steps have already been taken by the outgoing Eisenhower 
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Administration to reduce American expenditure abroad on grants and loan- 
aid under the military aid and related programmes, and also to reduce wherever 
possible the cost in foreign exchange of American military establishments 
abroad and of such grants and loan-aid as cannot be dispensed with. Countries 
which should be able to stand on their own feet from now onwards by virtue 
of recent improvement in economic health will have to do without American 
subventions, or at least suffer substantial reductions in them. Furthermore, aid 
of this nature which was previously advanced largely in free dollars which 
could be spent anywhere in the world outside the Iron Curtain will hence- 
forth be largely tied to purchases of American goods, even if these are much 
more expensive than similar supplies from other countries. Similarly, mer- 
chandise which the Armed Forces abroad were previously in the habit of 
obtaining locally will in future have to be procured from U.S. sources. The 
American equivalent of the N.A.A.F.I., for example, will in future offer only 
American goods for sale except in the case of perishables, and the ““Wall 
Street Journal” in a sarcastic leading article has referred to the enormous 
cost of shipping such items as tables and chairs to the American forces in 
Japan, often by air, because the local Command is no longer permitted to buy 
or hire them on the spot. With the help of measures such as these it is hoped 
to cut the burden of the military programme to the balance of payments by 
an annual amount of at least $750 million; this will appear in the accounts 
partly as a reduction in the total of government expenditure oversea, and 
partly in the form of an increase in American exports. 

The Eisenhower Administration also attempted to obtain a larger direct 
contribution from the German government towards the cost of maintaining 
the U.S.A. forces in Europe; this was refused, and it at first appeared as if 
the Anderson Dillon mission had been equally unsuccessful in pleading for 
a greater German contribution towards grants and loan-aid to the weaker 
countries in the Western sphere of influence. It seems, however, that the 
Germans have had second thoughts on both matters; they are now talking 
of increasing their contribution to the NATO budget, though not direct to 
the Americans as such, and various indications suggest that they will at 
least be increasing their extensions of medium- and long-term finance to 
under-developed countries for purchase of German goods. 

It can be expected that before long further measures will be announced 
for reducing the deficit on the American balance of payments. One possi- 
bility is withdrawal of the Customs concessions on imports of goods by 
returning American tourists. A second is more extensive use of American 
shipping for transporting wheat and other foodstuffs sent to needy countries 
such as India under the I.C.A. (International Co-operation Administration) 
programme.* There will obviously be an intensified drive to persuade other 
countries to remove some of the remaining restrictions on imports of Ameri- 
can goods, and indeed one rumour circulating recently suggests that talks 
may already be in progress regarding the possibility of the final removal of 
European restrictions on dollar imports in return for an undertaking by 


* Since this article was written, the new Amerecan Government has announced 
measures which will have this effect. 
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America not to attempt solution of her problem by raising tariffs or imposing 
quotas on foreign goods. This raises rather complicated legal problems 
revolving round certain articles in the I.M.F. Constitution. It is hardly pos- 
sible to express a valid opinion at this stage as to the benefit which might 
accrue to the American balance of payments from measures of this kind. 


Transferring the Burden 


— the wider angle of world trade and world economic health in 
general, the important thing to realize is that the dollar problem will not 
be solved until at least $2,000 million per annum has been added to the 
surplus on America’s ordinary balance of payments by a combination of 
increased exports and reduced imports, or an equivalent reduction has been 
achieved in the oversea expenditure of the American government and its 
agencies. The measures already announced or in prospect may achieve at 
least half the required result, but it is difficult to see how the balance can be 
made up without some realignment of exchange parities, or the voluntary 
assumption by Europe of a much larger share in the flow of aid to under- 
developed and militarily weak countries in the Western sphere of influence. 

America’s dollar problem cannot be solved without hurting many coun- 
tries outside America. One way or another, a burden amounting to $2,000 
million a year or more must be taken from American shoulders and assumed 
either by Europe, acting as a new fairy godmother, or by the under-developed 
countries in the form of financial aid forgone. For both strategic and moral 
reasons, the last solution which anyone in the Western world would wish to 
see is the latter; nor is any such solution likely to be attempted. In the last 
resort, America would probably prefer to take drastic and dangerous measures 
by way of currency depreciation or a reversion to protection rather than 
abandon her grand strategic design for checking the further spread of world 
Communism; in doing so, however, she would risk plunging the world into 
economic catastrophe by reviving the vicious spiral of retaliatory protec- 
tionist measures and competitive currency depreciation which led to the 
disasters of the early ’thirties. This cannot and will not be allowed to happen; 
but the price of avoiding such a situation is clearly the assumption, by 
Western Europe alone, of almost the whole burden of which America must 
be relieved. In terms of the sacrifices which Europe has more than once laid 
on the altar of even an old-fashioned war, $2,000 million per annum is 
almost negligible. If it were divided equally between Great Britain, France, 
Germany and Italy, our share (about £175 million per annum) would be less 
than half the average amount by which our national income increases in a 
single calendar year. In the necessary terms of an additional burden on our 
balance of payments, however, it would be far too great to be borne without 
the imposition of heroic measures designed to cut personal expenditure on 
imported foodstuffs, raw materials and finished goods. Any such cuts, more- 
over, would contribute towards the very shrinkage in world trade which is 
to be avoided at all costs. 


So far as one can judge from balance-of-payments data, some of which are 
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Administration to reduce American expenditure abroad on grants and loan- 
aid under the military aid and related programmes, and also to reduce wherever 
possible the cost in foreign exchange of American military establishments 
abroad and of such grants and loan-aid as cannot be dispensed with. Countries 
which should be able to stand on their own feet from now onwards by virtue 
of recent improvement in economic health will have to do without American 
subventions, or at least suffer substantial reductions in them. Furthermore, aid 
of this nature which was previously advanced largely in free dollars which 
could be spent anywhere in the world outside the Iron Curtain will hence- 
forth be largely tied to purchases of American goods, even if these are much 
more expensive than similar supplies from other countries. Similarly, mer- 
chandise which the Armed Forces abroad were previously in the habit of 
obtaining locally will in future have to be procured from U.S. sources. The 
American equivalent of the N.A.A.F.I., for example, will in future offer only 
American goods for sale except in the case of perishables, and the “Wall 
Street Journal” in a sarcastic leading article has referred to the enormous 
cost of shipping such items as tables and chairs to the American forces in 
Japan, often by air, because the local Command is no longer permitted to buy 
or hire them on the spot. With the help of measures such as these it is hoped 
to cut the burden of the military programme to the balance of payments by 
an annual amount of at least $750 million; this will appear in the accounts 
partly as a reduction in the total of government expenditure oversea, and 
partly in the form of an increase in American exports. 

The Eisenhower Administration also attempted to obtain a larger direct 
contribution from the German government towards the cost of maintaining 
the U.S.A. forces in Europe; this was refused, and it at first appeared as if 
the Anderson Dillon mission had been equally unsuccessful in pleading for 
a greater German contribution towards grants and loan-aid to the weaker 
countries in the Western sphere of influence. It seems, however, that the 
Germans have had second thoughts on both matters; they are now talking 
of increasing their contribution to the NATO budget, though not direct to 
the Americans as such, and various indications suggest that they will at 
least be increasing their extensions of medium- and long-term finance to 
under-developed countries for purchase of German goods. 

It can be expected that before long further measures will be announced 
for reducing the deficit on the American balance of payments. One possi- 
bility is withdrawal of the Customs concessions on imports of goods by 
returning American tourists. A second is more extensive use of American 
shipping for transporting wheat and other foodstuffs sent to needy countries 
such as India under the I.C.A. (International Co-operation Administration) 
programme.* There will obviously be an intensified drive to persuade other 
countries to remove some of the remaining restrictions on imports of Ameri- 
can goods, and indeed one rumour circulating recently suggests that talks 
may already be in progress regarding the possibility of the final removal of 
European restrictions on dollar imports in return for an undertaking by 


* Since this article was written, the new Amerecan Government has announced 
measures which will have this effect. 
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America not to attempt solution of her problem by raising tariffs or imposing 
quotas on foreign goods. This raises rather complicated legal problems 
revolving round certain articles in the I.M.F. Constitution. It is hardly pos- 
sible to express a valid opinion at this stage as to the benefit which might 
accrue to the American balance of payments from measures of this kind. 


Transferring the Burden 


"pees the wider angle of world trade and world economic health in 
general, the important thing to realize is that the dollar problem will not 
be solved until at least $2,000 million per annum has been added to the 
surplus on America’s ordinary balance of payments by a combination of 
increased exports and reduced imports, or an equivalent reduction has been 
achieved in the oversea expenditure of the American government and its 
agencies. The measures already announced or in prospect may achieve at 
least half the required result, but it is difficult to see how the balance can be 
made up without some realignment of exchange parities, or the voluntary 
assumption by Europe of a much larger share in the flow of aid to under- 
developed and militarily weak countries in the Western sphere of influence. 

America’s dollar problem cannot be solved without hurting many coun- 
tries outside America. One way or another, a burden amounting to $2,000 
million a year or more must be taken from American shoulders and assumed 
either by Europe, acting as a new fairy godmother, or by the under-developed 
countries in the form of financial aid forgone. For both strategic and moral 
reasons, the last solution which anyone in the Western world would wish to 
see is the latter; nor is any such solution likely to be attempted. In the last 
resort, America would probably prefer to take drastic and dangerous measures 
by way of currency depreciation or a reversion to protection rather than 
abandon her grand strategic design for checking the further spread of world 
Communism; in doing so, however, she would risk plunging the world into 
economic catastrophe by reviving the vicious spiral of retaliatory protec- 
tionist measures and competitive currency depreciation which led to the 
disasters of the early ’thirties. This cannot and will not be allowed to happen; 
but the price of avoiding such a situation is clearly the assumption, by 
Western Europe alone, of almost the whole burden of which America must 
be relieved. In terms of the sacrifices which Europe has more than once laid 
on the altar of even an old-fashioned war, $2,000 million per annum is 
almost negligible. If it were divided equally between Great Britain, France, 
Germany and Italy, our share (about £175 million per annum) would be less 
than half the average amount by which our national income increases in a 
single calendar year. In the necessary terms of an additional burden on our 
balance of payments, however, it would be far too great to be borne without 
the imposition of heroic measures designed to cut personal expenditure on 
imported foodstuffs, raw materials and finished goods. Any such cuts, more- 
over, would contribute towards the very shrinkage in world trade which is 
to be avoided at all costs. 


So far as one can judge from balance-of-payments data, some of which are 
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a year and more in arrears, three countries on the Continent of Europe 
together enjoy a balance-of-payments surplus totalling nearly $3,000 million 
per annum after allowing for grants, development loans, and other items 
comparable with the American foreign-aid programmes. Of these countries 
Germany (with a surplus of the order of $1,500 million per annum) and Italy 
(with a surplus of about $1,000 million) could obviously make an important 
contribution towards solving America’s problem. The surplus of the Nether- 
lands, which appears to be running at an annual rate of about $250 million, 
is large in relation to the size of the country, but of minor importance in 
relation to the dollar deficit that has to be removed. Balance-of-payments 
figures for France are not available for either 1959 or 1960, but the behaviour 
of her gold and dollar reserves suggests that she may have been running a 
surplus of the order of $400 million per annum since the devaluation of the 
franc two years ago. 

Of the countries mentioned above, only Germany is at present making any 
significant contribution towards the financial needs of the under-developed 
world, and none is contributing financially to NATO in proportion to its 
present ability to do so. Taking them collectively, their failure to offset sub- 
stantial surpluses on their balance-of-payments accounts by corresponding 
long-term lending now poses a major threat to the economic stability of the 
Western world; the speculators who have begun switching balances about 
from one country to another, far from being prime movers, must be regarded 
merely as the inevitable symptom of this deeper malaise. Until the underlying 
causes of the current situation are removed, the imminent danger will remain 
that speculators will be joined by a host of nervous private capitalists and 
then by nervous governments in a flight for safety which could bring one 
currency after the other crashing as they did in the early ’thirties. The price 
of avoiding this may look high to the only countries which are at present in 
any position to pay it, namely those with the large surpluses which are the 
counterpart of America’s deficit, but it is certainly small in relation to the 
cost of the economic set-back which could ensue if nothing were done. For 
Germany, in particular, a large contribution towards America’s deficit would 
not be felt as a sacrifice by any individual German; all that is asked is that 
instead of accumulating gold and dollars she should accept goods in pay- 
ment, or lend and give away the equivalent of gold which feeds no German 
mouths and dollars which put no goods in German shops. The alternative, 
therefore, is at worst the forgoing of a possible increase in current consump- 
tion which Germany is in any case refusing to enjoy, and at best not a sacrifice 
but the benefit of a current improvement in living standards. 

The suggestion has been made that there is no solution to the underlying 
balance-of-payments problem which can fail to harm the U.K., since a sub- 
stantial part of the current flow of American aid goes to the under-developed 
countries of the Sterling Area and would have to be replaced if necessary 
from U.K. resources. Furthermore, it is feared that British exports must 
suffer severely both from the new tying of dollar aid to dollar exports, and 
from any replacement of free dollar aid by European aid tied to exports from 
countries such as Germany. This fear will certainly turn out to be justified, 
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at least in the short run. Procurement orders to British firms by the American 
military authorities are already being cancelled and cut down, and one large 
company alone will lose sales to the value of more than {1 million a year 
from midsummer onwards as a result. The tying of loans and grants to dollar 
exports will in due course reduce the export orders we receive from the 
Commonwealth. The tragedy of the situation is that America’s violent efforts 
to escape from an excessive self-imposed burden will inevitably redistribute 
the burden indiscriminately between those well able to bear it and those 
already overloaded themselves. We have no doubt been lucky to have been 
paid so much for so long to supply goods and services on America’s behalf; 
but the prospective loss of perhaps {100 million per annum in our net 
earnings of hard currency will come at a singularly unfortunate time. We are 
once again struggling with an obstinate balance-of-payments deficit, our 
reserves are in relatively worse shape than America’s, and behind everything 
else lies the fear that sterling itself will come under attack as soon as the 
attention of the world of international finance is no longer distracted by the 
plight of the dollar. 


The Problem of International Liquidity 


these circumstances, the U.K. has more to gain than America herself 
from the solving of a problem long under discussion and now brought to 
the forefront of international financial concern by the crumbling of even the 
mighty dollar. This is the general problem of international liquidity. The world 
dollar price-level has increased 2} times since 1938, and the volume of inter- 
national trade has grown by nearly 80per cent, but the free world’s gold reserves 
in terms of dollars have risen by no more than 50 per cent. They have been 
eked out by the practices whereby countries in the Sterling Area keep most 
of their reserves in sterling instead of gold, and the U.K. as well as many 
countries outside the Sterling Area in turn keep a large part of their reserves 
in dollars. A system of this kind, however, must break down at once if there 
is a crisis of confidence and a widespread attempt to turn currency balances 
into gold. Given a large enough currency fund, a body such as the I.M.F. 
may succeed for a time in stopping incipient attacks on suspect currencies; 
but unless it were to hold the bulk of the world’s reserves (so that losses in 
the reserves of country X became a book transfer to the reserves of countries 
Y and Z, and could be re-lent by the I.M.F. to country X), it could not save 
any major currency from a massive onslaught, particularly by that country’s 
own citizens. 

World liquidity could be improved to any required extent by a revaluation 
of gold initiated by the U.S.A., but any such move will be resisted to the last 
by an Administration and Congress united both in dislike of rewarding 
speculation, and in determination not to raise the purchasing power of Rus- 
sia’s gold reserves. There remains no other long-term solution, therefore, 
than the creation of a World Reserve Bank along some such lines as those 
suggested long ago by Lord Keynes or more recently by Professor Triffin. 
The Triffin Plan, it is believed, has now come under urgent study by the new 
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Kennedy Administration. It may not be acceptable in many of its details, 
either to America, to the U.K. with its problems as banker to the Sterling 
Area, or to European countries inclined in their present affluence to forget 
the days when their own currencies were under pressure; nevertheless, the 
present near-crisis might well be the occasion for the emergence, in some 
shape or form, of a world banking authority to replace at long last the pre- 
1914 Bank of England as stabilizer of the Western world’s monetary system. 
If so, America’s dollar problem will—like Europe’s dollar problem in the 
days of Marshall Aid—be no more than a stepping stone towards the achieve- 
ment of a wider international co-operation, and thence of an environment 
better suited to both economic growth and international amity. 




















THE UNITED NATIONS 
TOMORROW 


CHANGING MEMBERSHIP AND FUNCTIONS 


HAT the United Nations in recent years has not been functioning in the 
way that had been hoped by optimists at the San Francisco Conference 
cannot be denied. That it has developed in ways that could not then be fore- 
seen is also true. But that is not to say that it has already demonstrably failed 
or that it necessarily contains within itself the seeds of inevitable decay. 
There are, on all hands, criticisms of its structure, the Charter, and its 
procedures, and these come not only from those who from the first were dis- 
approving of its principles but also from enthusiasts disappointed of their 
higher hopes. The framers of the Charter are accused of having based them- 
selves on the assumption that the Great Powers would always work in 
agreement. There is of course some justification for this accusation, but it 
should be more accurately framed in the form that they looked facts in the 
face and reached the conclusion that the United Nations could not be ex- 
pected to work effectively unless the Great Powers did so operate. At the 
beginning of the San Francisco Conference, and even before, there had been 
plain enough indications that the Stalinist régime had ideas about the work- 
ing of a world organization, and indeed of the future ordering of the world, 
very different from those of the Western Powers. And in that framework the 
Charter came to include the device of the “Veto”. It might be said that this 
was a pusillanimous solution, or perhaps no solution at all. Certainly it has 
not ensured smooth and efficient working in the United Nations. But with- 
out it, it was felt that there would always be a danger of an open and imme- 
diate clash between Great Powers which would inevitably lead to a break-up 
of the organization. It was at least realistic, and the organization is still there, 
to be thwarted often but to render good service sometimes, more often 
indeed than some of its detractors seem to realize. No Great Power would 
bow to a decision which it regarded as being inimical to its vital interests, 
and such a decision would produce a breakdown. Under the existing rules it 
is true that even a single Great Power can prevent such a decision from 
becoming effective. That is theoretically bad, the course of action vetoed may 
have been theoretically good, but all have accepted the rules, and it may have 
to be dropped. Very short of perfection maybe, but that is the price of keep- 
ing the United Nations in being, and it is useless to hope that perfection can 
be attained unless and until the Great Powers are largely united in their aims 
or until, in a happier though still far distant future, the human race can 
organize and render loyalty to some form of World Government. In attempt- 
ing to assess the performance to date of the United Nations we must always 
have these considerations in mind. 


In quite recent times there have been strong attacks on the rdle which the 
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United Nations has assigned to the Secretary General, notably in the Congo, 
ranging from the fulminations of Mr. Khrushchev to milder and more 
objective criticisms from various quarters, coming both from those hostile 
to the organization and from its well-wishers. In earlier days active interven- 
tion by the United Nations as a whole under the direction of the Secretary 
General, subject to the responsible organs of the United Nations, was limited 
to the rdle of observer and sometimes of policeman. There would probably 
be general agreement that the Secretary General acquitted himself well in 
filling these delicate and difficult rdles. In the Congo he has been faced with 
even greater difficulties. In this case he had, at short notice, to muster such 
heterogeneous elements as were available to him and to undertake a task 
which in fact if not in name approximated to the establishment of something 
very like a temporary United Nations Trusteeship for a distracted and dis- 
organized territory. As if that were not bad enough, he had behind him a 
disunited organization, including the Soviet Government which openly dis- 
approved of the principle of intervention and disclaimed its large share of 
the financial burden that it must entail. In these circumstances, is it not 
surprising that he should have attained the modest degree of success with 
which he should surely be credited ? 

The Charter was at birth supposed to have the possibility of growing 
“teeth”, but those teeth have never been cut, mainly owing to Stalinist 
obstruction. That is a plain fact. Whether the obstruction at that time was 
right or wrong may be a matter for debate. The provisions in the Charter for 
creating a United Nations force may well have been based on an undue 
optimism. Certain it is that they have never been put into effect, and when- 
ever a crisis arises which seems to call for intervention the Secretary General 
must rely on improvisation and be brave enough to take all kinds of risks. 
That is not a good basis for prompt and efficient action, and it is to be 
wondered whether any other individual could have made a better showing 
than Mr. Hammarskjéld has done. We do not know and we should not ask 
him whether he thought it right for the United Nations to take the decisions 
which it did. He received his orders and he has faithfully endeavoured to 


carry them out: he still, of course, remains subject to the control of the 
United Nations itself. 


Economic and Social Activities 


HEN we have to consider whether, with all these limitations on its 
effectiveness, it is worth while to strive to keep the United Nations alive. 
Apart from the political peace-keeping duties which it should and in a 
number of cases does perform, it has a wide field of activity in economic and 
social affairs, and although here too, it must regretfully be noted, “‘ideo- 
logical” differences do intrude, it has been able to accomplish a good deal 
and we can hope that it will be able to do more in the future. It might 
perhaps be ideal if all aid to under-developed countries could be channelled 
through the United Nations. But in present circumstances that would appear 
to be unattainable. 
It is in the field of the peaceful settlement of disputes that its weakness has 
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attracted most attention. It has had rather sensational failures, for example 
in Hungary. But we should not be blinded by these to the fact that on occa- 
sions it has, if only indirectly, contributed to a solution or at least averted 
the worst consequences. The United Nations can and sometimes does pro- 
vide a safety valve; and in a world of such deep cleavages, accentuated by the 
modern brand of nationalism, there is, for those who wish to use it, an 
alternative to a crude explosion of direct and violent action. And it is used by 
Powers both Great and Small. The less powerful litigants are often glad to 
air their grievances and produce their arguments before a world forum 
where they will obtain the widest publicity. And even though they may not 
always hope to obtain what they would consider justice, they hope at least 
to make their case and that they may win some understanding and even 
sympathy, if not support. Though an actual settlement may not be reached, 
they may have been afforded some satisfaction or, if the general sense has 
been shown to be against them, that may be used by them as an argument to 
dissuade their own extremists from persisting in the demand for reckless or 
violent action. At the least, time may be given for heads to cool and for 
better counsels to prevail. 

It was always hoped of the League of Nations, as of the United Nations, 
that any such organization, with regular periodical meetings, would provide 
normal and perhaps convenient opportunities for Heads of Governments and 
leading men in all the Member States to meet at fairly frequent intervals more 
or less as a matter of routine without attracting all the attention or encourag- 
ing all the exaggerated hopes of a “Summit”, with the unfortunate reaction 
in the event of achieving no solid success at the moment. Such a technique 
of routine meetings can have undeniable advantages without always scoring 
obvious gains. (It would be interesting to know how, in his heart of hearts, 
Mr. Khrushchev on reflection estimates the balance of advantage gained by 
his performance in New York last autumn. He might be as puzzled as are 
many of his foreign colleagues to give a firm answer.) 

The above examples do not afford a basis for a claim to spectacular results, 
but the sum of them adds up to something, and if we are to be realists we 
must not expect too much at the present stage. 

As has already been emphasized in an earlier paragraph, the “Iron Curtain” 
throws its dark shadow across all the work of the United Nations, and some 
apparently successful “Summit” meetings, exchanges of cordial New Year 
messages, occasional friendly utterances on festive occasions and even—less 
frequently—spasmodic concessions which on reflection are found not to 
touch on fundamental aims or interests—all of these are only flashes of light 
through exiguous chinks of the Curtain and there is no indication as yet of 
its beginning to be raised appreciably as a whole. 


The New Members 


HERE are other considerations to be borne in mind. In quite recent 
years there have been massive increases in membership of the United 
Nations. Mostly these have arisen from the grant of independence to former 
colonial territories in Africa, to which membership of the United Nations 
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is almost automatically granted. The complexion (literally) of the General 
Assembly has undergone a notable change. The trend towards independence 
is doubtless inevitable, and indeed the policy of the Government in the 
United Kingdom has for a considerable time past been designed to prepare 
the colonial peoples to assume the responsibilities of self-government at the 
earliest possible date. But if the framers of the Charter could have foreseen 
the wide and rapid development of the trend towards independence, one 
cannot help wondering whether the provisions which they designed to 
govern admission to the United Nations would have been left as they still 
are, without any further safeguard or qualification. At present a newly freed 
territory, without regard to its state of enlightenment or capacity for self- 
government, or to its economic status or prospects, is in nearly every case 
seated alongside, say, the United States, with equal power of voting. This 
does appear at least somewhat anomalous, but here again the difficulty is 
that to effect any change an amendment of the Charter would be required 
and any such amendment would be subject to the “Veto”, which would 
almost certainly be applied. At the moment, according to the latest published 
returns, some of the new-comers who have been assessed at a very modest 
contribution to the funds of the United Nations are still in arrears, though 
that does not seem to deter them from exercising all their privileges and 
enjoying all the benefits attributable to membership. 

When the stampede into the United Nations occurred in recent months it 
was feared that this might result in the formation of an African or an Afro- 
Asian block, which might be able to dominate the General Assembly. When 
the General Assembly in 1950 adopted a resolution to by-pass the “Veto” 
which had been so constantly and unscrupulously used in the Security 
Council, by giving wider powers to the Assembly, there were those who were 
inclined to fear that this might prove to be a jump from the frying-pan into 
the fire. The Assembly itself might be hamstrung by another kind of veto 
in the form of the domination of that body by a single block or two or more 
closely collaborating blocks, but that danger did not then seem to loom so 
large or so immediate. And it must in fairness be admitted that, so far, the 
new-comers do not seem to have achieved monolithic solidarity. But that 
may yet come. If and when it does, it is to be hoped that the more influential 
Members might take a look at the situation and try to find a remedy. It can 
perhaps hardly be hoped that in that day they will be unanimous, but it 
might be that in such a case, and depending on the seriousness of the then 
existing situation, those principal Members who can put forward reasonable 
proposals might feel impelled to indicate that the acceptance of something 
on the lines of them would be a condition of future full co-operation in the 
United Nations’ activities. They might have to go farther and make it plain 
that they could no longer hold themselves bound in all cases by United 
Nations resolutions. Of course that would involve various risks: if the 
advocates of reform withdrew their co-operation that would leave the field 
open to those adhering to the existing almost outmoded system. Alterna- 
tively the latter might also withdraw and leave the United Nations a crumbling 
ruin. Perhaps these are not strictly alternatives: in the former eventuality 
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the remaining rump of the United Nations would not be able, short of the 
use of force, to impose its recommendations on the others, and that failure 
would lead equally to the collapse of the organization. Much would depend 
on where the line of demarcation between the reformers and the anti- 
reformers would be drawn. A third alternative might be that the rump 
would take matters into their own hands and attempt to enforce United 
Nations resolutions on the reformers. That again would come to the same 
ultimate result. We should all be back in the jungle again, where there is no 
place for the United Nations. 


The Regional Plan 


OULD there be anything to be gained by regionalizing the United 

Nations? At present all the ninety-odd Members have an equal voice in 
discussing and attempting to legislate for all countries all round the world. 
What contribution can the large majority make to the ordering, for instance, 
of affairs in Europe? To divide up the world in regions on which only the 
States directly interested would be able to express their views and make 
their recommendations might at first sight be thought sensible, but reflection 
shows that it is an ideal well-nigh impossible of realization. Though there 
may be some problems of apparently purely local interest or importance, it 
would be extraordinarily difficult to arrive at a definition of these, and as 
time goes on and the world shrinks under the pressure of improved com- 
munications the problem does not become less difficult. The interdependence 
of all countries becomes daily more marked and the fissiparous effect of any 
regional arrangement would be contrary to the universal trend. A number of 
Powers have interests spread around the world, and if this phenomenon may 
be, from some points of view, undesirable, nevertheless it is likely to remain 
with us for some time to come. And it could not be assumed that the various 
regional bodies might not embark on courses which might lead to inter- 
regional strife that could become more serious than international wrangles, 
necessitating intervention, even forcible, by the Great Powers on which alone 
in the last resort rests the responsibility for keeping the peace. The only 
possible safeguard would be to include in each regional body representatives 
of States outside the region. Apart from all the other difficulties that can be 
imagined, can it be expected that agreement would ever be reached on the 
selection of these ? 

Perhaps this rather random day-dreaming is not worthy of any attention, 
but the existing situation and its possible future evolution should call for the 
most earnest consideration. Even the most unrealistic suggestions may pos- 
sibly draw attention to the matter and stimulate thinking. 


A Suggestion from the League 


PO example, paradoxically enough, it is not entirely inconceivable that 
a remedy might be found in reverting to the old League of Nations 
system whereby every Member had a veto, every substantive decision of the 
Council or Assembly requring a unanimous vote in favour of it by all 
Members represented at the meeting. This may at first sight appear so absurd 
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that a few words of explanation are necessary. The Security Council of the 
United Nations is at present subject to a veto and there is no present likeli- 
hood of altering that provision. In the General Assembly of the United 
Nations decisions can be taken by a two-thirds majority (this was thought to 
be an improvement on the League system). In practice this may result in the 
formation of blocks able to defeat and even carry resolutions. In the League 
of Nations all Members enjoyed the same freedom of speech, and took full 
advantage of it. The Delegates of the smallest and least respectable States 
were as free to air their views and press their claims as any of the Great | 
Powers. But when it came to casting votes there was a general reluctance on 
the part of such Delegates individually to cast a dissentient vote and assume 
responsibility for defeating a proposal. It is a matter of history that this 
happened only twice in the twenty years of life of the League. If every 
Member had a veto in his pocket, there might be less incentive to the forma- 
tion of blocks, and any such that were formed might be less cohesive. But 
that is perhaps far-fetched, and the case is admittedly rather different now. 
Such a remedy would give the Soviet Government a veto both in the Security 
Council and in the General Assembly, and there is probably no reason to 
assume that they would not exercise it in the General Assembly with the 
same insouciance which they have shown in the Security Council. 

But it is possible that the setting up of such an “Aunt Sally” may stimulate 
thought which this question of the possibility of a revision of the Charter 
must call for, and that those better qualified than the present writer may 
produce better ideas more capable of realization. The difficulty remains that 
there can be no sort of certainty, unless the whole political climate changes, 
of securing the adoption of any but the most insignificant proposals for 
reform. 

If any hopeful scheme can be devised, it would of course have to be 
discussed privately and exhaustively with the other principal Governments. 
The possibility of reaching agreement in this way is not to be absolutely 
ruled out. As early as 1946 at the outset of the first meeting in New York of 
the General Assembly, Mr. Bevin had a private meeting with the Soviet 
Delegate to whom he submitted a paper containing a dozen or so suggestions 
for the better working of the United Nations. One of these—perhaps the 
most important—concerned the Veto in the Security Council. Art. 27 (2) of 
the Charter provides that “Decisions of the Security Council . . . shall be 
made by an affirmative vote of 7 Members including the concurring votes of the 
permanent Members’’. Up till then this had been interpreted to mean that a 
decision would be valid only if a// the permanent members gave a positive 
affirmative vote. If one or more of the five abstained, the proposal was defeated. 
The Soviet Government had been the champions of this theory: they had 
succeeded in securing its acceptance in practice and had on several occasions 
taken advantage of it. This had been the case where it could well be imagined 
that the Soviet Government had difficulty in actually supporting a proposal 
even though it was difficult to see how, if carried, it could be inimical to 
their interests. Mr. Bevin therefore urged that abstention by one or more 
permanent members should not automatically defeat any proposal. He never 
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received any formal reply to any of these proposals, but on the next occasion 
when the Soviet Delegate alone abstained from voting in the Council, the 
President declared the proposal adopted and the Soviet Delegate raised no 
objection. Nor has he done so since, and this procedure has become estab- 
lished by long usage. This example (admittedly almost unique) shows that 
even under the Stalinist régime reason could prevail, and we need not there- 
fore abandon all hope that improvements can be achieved, though the process 
must be long and difficult. 

The question of the representation of China in the United Nations has not 
been touched on in this article, but of course it is one that must one day be 
boldly faced. The present position, in which the mainland of China is excluded 
while one of the five permanent seats in the Security Council is occupied by 
a Delegate who in his person commands great respect but who in fact repre- 
sents no more than Formosa, is an anomaly which cannot be allowed to 
continue indefinitely. The absence of China makes a big dent in the univer- 
sality of the United Nations. The time has probably not yet come for dealing 
with the problem, and its analysis would call for an article longer than the 
present. It presents all sorts of difficulties and it is not certain at the moment 


that the admission of China, if it could be effected, would not create more 
problems than it would resolve. 
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THE HARVEST FROM SPACE 


WHAT WE HAVE LEARNT FROM EARTH SATELLITES 


FTER nearly three and a half years of the Space Age, the strong emotions 

and bold headlines it once provoked have faded: this is an appropriate 

moment to recollect in comparative tranquillity some of the past achieve- 
ments, and to scan a few of the signposts towards the future. 

“The Space Age” seems too grandiose a term for the omnium gatherum 
of precision instruments, burnt-out rockets, cast-off nose-caps and other 
miscellaneous fragments which we have projected into orbit round the Earth 
or Sun. Aeschylus’ and Hardy’s President of the Immortals might think we 
were making sport of him by emptying our dustbins into his domain; indeed 
“space garbage” is a recognized technical term. Yet there is nothing shoddy 
among the rubbish, and the few instruments still in working order would 
give a fair impression of our most advanced technological skills. 

From the launching of the first Sputnik, on October 4, 1957, until the end 
of 1960, there were 36 successful launchings of satellites and 5 of space 
vehicles, resulting in 66 objects in orbit about the earth and 10 projected into 
space. There were 35 of the 66 earth satellites still in orbit at the end of 1960; 
the others had “‘decayed”’, to use the evocative technical term—their energy 
had been whittled away by the drag of the atmosphere, and they had ended 
their lives by cremation in the lower atmosphere (except for a few with 
special armour against this fate). The space vehicles remain in orbit as arti- 
ficial planets, except for Lunik 3, which became an earth satellite, and the 
two pieces of Lunik 2, whose fragments are presumably strewn around the 
lunar Mare Serenitatis. The weights of the satellites have ranged between the 
34 1b. of Vanguard 1, which despite its pygmy size has proved one of the most 
useful, to the 10,000 lb. of the three Russian space-ship satellites of 1960. 
The shortest-lived satellite was the rocket of Sputnik 6, which survived for 
one day in December 1960; the longest-lived will probably be the rocket of 
the Echo x satellite, which is expected to remain in orbit for several thousand 
years. 

This heavenly host has supplied us with a rich crop of knowledge about 
our environment, and in this article it is only possible to select some of the 
more striking results, while ignoring the many subjects in which the new 
data have merely added to the existing picture without revolutionizing it. It 
is convenient to begin with serra firma, and proceed upwards into the atmo- 
sphere and finally the realms of space beyond. 











The Earth 


ATELLITES can take a comprehensive and Olympian view of the Earth 
beneath them. Unlike the surveyor crawling about the Earth’s surface, 
they are not influenced by local irregularities in terrain. It might therefore 
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be expected that they would tell us more about the general shape of the 
Earth than any previous technique. And so it has proved. 

The ancient Greeks knew the Earth was spherical, and Eratosthenes in 
the third century B.c. accurately estimated its circumference. There the matter 
rested until the time of Newton, who showed by an ingenious theoretical 
argument that the Earth was slightly flattened at the poles, the polar diameter 
being less than the equatorial diameter by about 35 miles, on his computation. 
Many efforts were made to prove or disprove his theory by measuring the 
length of one degree of latitude at the equator and near the poles: success 
eventually came in about 1750 after expeditions by Maupertuis to Lapland 
and La Condamine to Peru. Their difficult and dangerous labours confirmed 
Newton’s conclusion, as Voltaire was not slow to point out: 


Vous avez trouvé par de longs ennuis 
Ce que Newton trouva sans sortir de chez lui. 


Numerical estimates of the Earth’s flattening were gradually improved in the 
following 200 years, by measuring arc lengths over the surface, by gravity 
measurements, from the motion of the Moon and from the movements of 
the celestial pole among the stars. In 1957 the value most generally accepted 
in the Western world for the difference between the equatorial and polar 
diameters was 26-68 miles. It was known, however, that this value might be 
in error because very few surveys and gravity measurements had been made 
at sea, which covers three-quarters of the Earth, and those made on land 
were unevenly distributed. 

It became apparent in mid-1958, from various movements of satellite 
orbits, that the value did need revising, and it is now established that the 
difference between the equatorial and polar diameters is really 26-58 miles, 
over 500 feet less than was previously supposed. 

It should perhaps be emphasized that these remarks about the shape of the 
Earth refer to the basic sea-level surface, continued under the land in as 
logical a manner as possible. Mountains and other irregularities are thus 
regarded as “surface roughness”, and are not of direct concern. 

Until 1958 it was generally supposed that the Earth was symmetrical about 
the equator, so that if it was sliced into two parts along the equator they 
would be identical in shape. A small perturbation to the orbit of the Van- 
guard 1 satellite, however, showed that the Earth is not quite symmetrical 
about the equator: it has a very slight tendency towards a pear shape, the 
stem of the pear being to the north. Ifa pear is sliced into two parts along its 
“equator” (i.e. through its centre of gravity and perpendicular to its axis), 
the north pole or stem of the pear will be much farther from the equator 
than the south pole—about twice as far for a typical pear. The same applies, 
but to a much lesser degree, for the Earth: the north pole is about 100 feet 
farther from the equator than the south pole. 

The revisions of the Earth’s shape are too small to be significant in every- 
day life: no airline will go out of business because the flying distance between 
the Arctic and Antarctic is 150 yards farther than was thought, as a result of 
the change in the polar diameter. But the discoveries have two significant 
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implications for geophysics. First, they are of concern to geodesists, who pride 
themselves on making measurements correct to about 10 feet and are un- 
comfortable about errors of 500 feet. Secondly, they have a profound in- 
fluence on theories of the Earth’s interior. With pre-satellite knowledge of 
the Earth’s shape it was possible that the Earth’s interior might be like a 
liquid, free from stresses, and several theories made this assumption. But in 
order to maintain the rather peculiar pear-shape, great stresses must exist 
inside the Earth, which can therefore no longer legitimately be treated as a 
liquid. 

These conclusions about the Earth’s shape are only a convenient by-product 
of the data obtained from satellite orbits: the primary information is an 
accurate charting of the gravitational field. The total force due to gravity at 
any point can be treated as the sum of several components. The first and 
foremost is that which would occur if the Earth were an exact sphere. The 
various smaller ones represent the departures from a sphere: the second 
component, that due to the eamnaiing, is about ;+, of the first; the third, due 
to the pear-shape tendency, is about ;oo/595 Of the first; and so on. In 1957 only 
the first two components were known, the second not very accurately; by 
the end of 1959 better values for the second component and approximate 
values for the third, fourth, fifth and sixth had been found. There was more 
progress in two years than in the previous two hundred. 

These results, deduced from changes in orbits, are indirect. In the future, 
satellites will also help geodesists directly by providing bright flashes of 
light, precisely timed, which can be accurately recorded by telescopes in 
widely separated countries, and so link the map-systems of different areas of 
the world more reliably. 


The Upper Atmosphere 


HERE used to be a widespread fiction that the atmosphere could be 

regarded as an envelope of air round the Earth, which went up to a 
certain height and then stopped, giving way to the blank emptiness of inter- 
planetary space. This view was already untenable before the advent of 
satellites, and the discoveries of the last few years have persistently re- 
emphasized its falsity. The outermost reaches of the atmosphere now appear 
as a boiling cauldron of random experiments in chemistry and nuclear 
physics, generated by the impact of solar radiations, streams of particles 
from the sun and cosmic rays upon the volatile materials of the upper air. 
We now have to regard the Earth as immersed in the Sun’s outer atmosphere, 
with the Earth’s own atmosphere responding vigorously to the ever-varying 
flux of waves and particles emitted by the Sun and adjusting its own pro- 
perties to suit this changing environment. 

It is convenient to make a division of the atmosphere at a height of about 
500 miles, and to deal in this section with the atmosphere below 500 miles 
height. If satellites venture below a height of 100 miles, the air resistance 
soon makes them spiral to Earth; so we shall be concerned with the slice of 
atmosphere between 100 and 500 miles above the Earth. 

In 1957 our knowledge of the atmosphere at heights above 100 miles was 
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abysmally inadequate, a conjectural theory being precariously supported by 
a few results of dubious accuracy from rockets fired vertically. Within a few 
weeks of the launching of Sputnik 1 the changes in its orbit showed that at a 
height of 140 miles the air was about 6 times more dense than had previously 
been believed: it is, nevertheless, extremely tenuous—a cubic mile of it 
weighs only 2 lb. The new knowledge has come partly from instruments on 
board the satellites, particularly Sputnik 3, but mainly from the changes in 
their orbits. Every time a satellite comes closest to the Earth, at its perigee 
point, the air drag it encounters rises to a maximum; since the air density 
decreases rapidly as height increases, air drag is relatively ineffective on other 
parts of the orbit. The air drag near perigee retards the satellite slightly, and 
this in turn makes its orbit contract and become more circular. By measuring 
the rate of contraction of the orbit we can find the density of the air in the 
neighbourhood of perigee, provided we know the weight and dimensions of 
the satellite. This procedure can be applied to any satellite: unwanted pieces 
of rubbish are just as good as heavily instrumented designs, and a burnt-out 
rocket, its main task accomplished, can as a bonus provide daily values of 
upper-air density for many years. 

This daily monitoring of air density yielded its first interesting result early 
in 1958 when it became apparent from the behaviour of Sputnik 2 that the 
density did not remain constant from day to day at heights of 100-150 miles, 
but varied in an irregular manner, departing by up to about 25 per cent from 
its average value. Later in 1958 a pattern began to emerge: the peak values 
of density, and also the minimum values, showed a strong tendency to recur 
at intervals of 27 to 28 days. This periodicity seemed likely to be due to the 
Sun, which rotates relative to the Earth once every 27-3 days and often 
ejects streams of particles, which sweep across the Earth at intervals of 
27 days, giving rise to well-known 27-day periodicities in cosmic rays, the 
aurora and magnetic records. This surmise has proved correct. The air 
density, it has been found, fluctuates almost in unison with the solar radiation 
emitted on various short wavelengths (between 10 and 20 centimetres): the 
more active the Sun, the denser and hotter is the air, at all heights from 100 
to 500 miles. The air density is therefore greatest when sunspots are most 
numerous: the 11-year sunspot cycle reached its peak in 1957-8, and since 
then the air density has been decreasing. The Sun probably exercises its 
close supervision through heating the atmosphere at heights of about 100 
miles with ultra-violet or X-rays. 

A second important feature of the high atmosphere became apparent late 
in 1959, when the perigee of the little Vanguard 1 satellite passed into the 
Earth’s shadow for the first time. It was found that the air density at a height 
of 350 miles was much greater in sunlight than in darkness. Subsequently 
this discovery has been confirmed by other satellites, and we now know that 
the air density reaches a maximum value in the early afternoon and then 
falls toa minimum between midnight and dawn, rising again slowly with the 
sun towards its afternoon maximum. At a height of 200 miles the maximum 
daytime density is about 50 per cent greater than the minimum night-time 
value; the difference increases as we go higher, however, and at a height of 
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400 miles the maximum daytime density is about ten times greater than the 
minimum night-time value. It is as if the air were drawn up into a hump 
underneath the sun. 

The temperature, as well as the density, varies greatly between day and 
night. At a height of 400 miles, for example, the temperature is probably 
about 2,000° C. by day and 1,000° C. by night. The idea that it is hotter by 
day is acceptable on the basis of our ground-level experience—though for- 
tunately we do not have to endure changes of 1,000° C.—and suggests that 
the day-to-night differences are caused by the absorption in the high atmo- 
sphere of some fraction of the solar radiation. 

At heights between 100 and 500 miles, therefore, satellites have shown 
that the previously accepted average values of air density were wildly in 
error, and have revealed two important variations in air density and tem- 
perature, one linked with solar disturbances, the other a day-to-night effect, 
and both quite unsuspected before. 


The Zones of Radiation 


HE striking displays of the “northern lights”, or aurora borealis, have 

been known from the earliest times. Aristotle refers to the phenomenon, 
and Seneca’s descriptions can almost be called scientific. In the eighteenth 
century Halley advanced the view that the displays were due to “magnetical 
effuvia”, while Erasmus Darwin in 1791 correctly conjectured that the 
aurora consisted of streams of electrified particles : 


Dart from the North on pale electric streams, 
Fringing Night’s sable robe with transient beams. 


The greatest name in the story of the aurora, however, is that of the Nor- 
wegian Karl Stérmer. In the early decades of the present century, he in- 
vestigated the paths of charged particles in the Earth’s magnetic field, and 
showed that the shapes of the aurora and its tendency to show itself near the 
poles fitted in well with the idea that it was due to charged particles. From 
these studies it was also known that there were regions nearer the equator 
where particles might become trapped in the Earth’s magnetic field. 

Early in 1958 the United States satellite Exp/orer 1 made the first traverses 
of these “magnetic-trap” zones. The Geiger counters aboard the satellite 
began to behave in a frenzied manner, and then “blanked off” completely : 
there were too many charged particles to be registered. This discovery of 
vast volumes of charged particles has since been confirmed by other satellites, 
and the zones have now been mapped in detail. 

There are two main zones of radiation. The first begins at a height of about 
1,000 miles, ends at a height of about 3,000 miles, and extends between 
magnetic latitudes 30° N. and 30° S. This inner zone is probably caused by 
the highly energetic cosmic rays: when these impinge on the atmosphere, 
debris consisting mainly of neutrons “bounces back”’. Protons, formed by the 
decay of the neutrons, are the main constituents of this inner zone. 

The outer zone is extremely variable in extent and concentration. In typical 
conditions it may begin at a height of about 8,000 miles and end at about 
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12,000 miles, extending between magnetic latitudes 50° N. and 50° S. It is 
composed chiefly not of protons but of the much lighter electrons, which 
probably come, directly or indirectly, from the Sun. Tongues of charged 
particles streak out from the Sun, wrap themselves round the Earth, distorting 
the Earth’s magnetic field and forcing their way towards the neighbourhood 
of the outer radiation zone. The mechanism for filling and emptying the 
outer zone is not yet clear, and there is a need for more satellites to make 
daily measurements in this region. So far, there has been only one, Explorer 6 
in the autumn of 1959. It is, however, apparent that the emptying of the 
outer zone is intimately linked with auroral displays. 

The discovery of these zones of charged particles had a chastening effect 
on the enthusiasts for space travel. Any space traveller who loitered there 
would suffer a fatal dose of radiation unless he was heavily shielded. And 
the Earth is probably not the only planet to possess an aureole of charged 
particles. The comforting feature is that the zones could no doubt be mapped 
and avoided. A worse danger lurks behind, however, namely the vigorous 
streams of charged particles which shoot out from the Sun with speeds of 
hundreds of miles per second and constitute a death-ray more lethal than 
most of those in science-fiction. We cannot at present predict when or where 
these streams will erupt; and even if predictable they move too fast for a 
space-ship to evade them. So they constitute a serious hazard. 


Returning to Earth from Orbit 


VAST assemblage of rocket motors fed by tons of fuel is needed to 

accelerate a satellite to its orbital speed of about 5 miles per second. To 
return successfully to earth from orbit requires the dissipation, as heat, of 
most of the energy imparted to the satellite during its climb. So it is not 
surprising that an earth satellite, after its orbit has contracted to a near- 
circular form with a height of about 100 miles, usually burns up in the 
atmosphere during its final descent: its fate is rather like a meteor’s, but more 
lingering. 

The launching of Sputnik 2 with the live dog Laika inside, on November 3, 
1957, less than a month after Sputnik 1, remains one of the most audacious 
feats of the Space Age, and can now be seen as a logical step towards the 
more elaborate Russian space-ship satellites of 1960. By staying alive for a 
week, this first space-traveller (and space-martyr) proved that animals could 
survive in orbit. But Sputnik 2 was not designed to descend safely through 
the atmosphere, and it burnt up in a spectacular display of coloured sparks 
over the West Indies on April 14, 1958. 

Controlled re-entry through the atmosphere can best be achieved by 
deliberately reducing a satellite’s speed with an extra rocket motor, so that 
it “falls out of orbit” into a known region. This was the aim of the American 
Discoverer series of satellites, beginning in February 1959. The retro-rocket 
was to be fired as the satellite came south over Alaska, and the 300-lb. 
re-entry capsule, specially designed to withstand the fierce heating, was to 
be recovered from the Pacific, or better still in mid-air. It was not until the 
thirteenth attempt, in August 1960, that success was achieved; but the 


L 





142 THE HARVEST FROM SPACE 


capsules from several subsequent Discoverer satellites have been recovered with 
apparent ease. 

During 1960 the Russians launched three “‘space-ship satellites”, usually 
known as Sputniks 4, 5 and 6, and each weighing over 4 tons. Their attempt 
to recover Sputnik 4 in May failed: the extra rocket motor accelerated the 
satellite instead of retarding it, with the result that its two main pieces were 
projected into a wider orbit, where they will remain until 1962. To com- 
pensate for this failure, Sputnik 5 in August was a complete success. The two 
parts of the 10,000-lb. satellite—the cabin and the instrument section—came 
down undamaged, within a few miles of the intended point. The two dogs 
Belka and Strelka stepped out, apparently none the worse for their experi- 
ence, and assured of a niche in history as the first creatures to return alive 
from orbit, though the 2 rats and 40 mice which came back with them should 
not be forgotten. A similar recovery was attempted with Sputnik 6 in Decem- 
ber 1960; but it failed because the initial orbit of the satellite was slightly in 
error. 

The events of 1960 have shown that it is only a matter of time before 
recovery of satellites from orbit becomes almost a routine operation. Space 
travel for man, which is a declared aim of both the Russian and American 
programmes, has therefore come much nearer reality. 


Deeper into Space 


O attain the status of an earth satellite, a missile must accelerate to a 

speed of about 5 miles per second; but if it reaches 7 miles per second, 
it can escape from the Earth’s attraction altogether and usually goes into 
orbit round the Sun. It did not take long to bridge the gap between 5 and 
7 miles per second, and the first true space vehicle, Lunik 1, was launched in 
January 1959. Luniks r and 2 and the American Pioneer vehicles made useful 
measurements of the radiation zones, and Lunik 2 showed that the Moon’s 
magnetic field must be very weak. The impact of Lunik 2 on the Moon was 
a by-product of the scientific programme: the easiest way to investigate 
conditions very near its surface was to aim for a direct hit. 

The photographs of the reverse face of the Moon taken by Lanik 3 in 
October 1959 constituted a most impressive technological feat, because 
they depended on a chain of difficult operations. Normally a space vehicle 
launched from the northern hemisphere will, if it returns towards the Earth 
at all, approach in the southern hemisphere. With Lunik 3, however, the 
Moon was made to co-operate by disturbing the orbit in such a way that the 
missile came back towards the Earth in the northern hemisphere, where its 
photographs could most easily be transmitted back to Russia. The accurate 
attainment of this subtle orbit was the first link in the chain: then the 
cameras had to be pointed correctly, the photographs had to be developed, 
in vacuo and under the bombardment of cosmic rays, and the information 
sent back to Earth. Every link in the chain held, and so man at last saw a 
picture of the far side of the Moon, which had for centuries been one of the 
most tantalizing of unknowns. 

The flight of the United States space vehicle Pioneer 5 in the spring of 1960 
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attracted less attention than Lunik 3, but was in its way just as epoch-making. 
The Jodrell Bank radio telescope received signals from the vehicle out to 
a distance of 22 million miles, 50 times farther than any previous telecom- 
munication. This was the first real exploration of interplanetary space right 
outside the Earth’s sphere of influence, and the data sent back by the satellite 
have confirmed that space is the wrong word for this region: it is a seething 
mass of radiations and plasmas, pervaded by the outflow of solar gas now 
known as the “solar wind” (which blows at a speed of anything up to 300 


miles per second), and occasionally convulsed by the lethal jets of denser 
material shot out from the Sun. 


Things to Come 


HREE new applications of satellites were shown to be practicable during 

1960, and seem sure to affect everyday life within about ten years. All 
three were pioneered by American satellites; for the United States, though 
unable to match the weight and size of the Russian satellites, has a more 
varied and imaginative programme. 

The first of the three uses is navigation: the Transit satellites have shown 
that position at sea can be determined with an error of less than half a mile 
merely by receiving and interpreting radio signals from satellites, and a 
complete operational set of these satellites is planned for 1962-3. 

The second of the applications is weather forecasting. The Tiros satellites, 
which continuously photograph the clouds from above, have proved almost . 
embarrassingly successful. During its three-month operational life (April- 
June), Tiros z sent back over 22,000 photographs, leaving its sponsors over- 
worked and indeed overwhelmed. The photographs unexpectedly revealed 
that many cloud formations have a recognizable structure extending over 
thousands of miles. Weather forecasting in general, and long-range fore- 
casting in particular, should be greatly improved if world-wide patterns can 
be discerned: so the outlook is bright for weather satellites. Photographs 
from Tiros 1 and from Tiros 2, launched in November, have already been 
utilized on a small scale in forecasting, their main value being to detect 
incipient storms in uninhabited areas. Weather satellites might well have 
provided warning of the disasters in Pakistan caused by cyclones during 
October 1960, and saved many of the 18,000 lives lost. 

The third and most important application of satellites is in long-distance 
communication. The Echo balloon-satellite, 100 feet in diameter and 150 lb. 
in weight—a flimsy sheet of plastic, coated with aluminium, which encloses 
a near-vacuum—has been more successful than anyone dared to hope. It is 
already riddled with holes because of meteor bombardment, and will 
eventually be almost wholly holes: more nearly than any other man-made 
object, it 

gives to airy nothing 
A local habitation and a name. 
Airy nothing it may be; but at the end of 1960, after nearly five months in 
orbit, it was still a good radio reflector and sometimes the brightest object in 
the night sky. Complementary to Echo is the Courier satellite, launched in 
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October 1960, which tested the techniques for storing and re-transmitting 
messages. The pros and cons of the passive communications satellite (like 
Echo or the proposed belt of tiny needles about the Earth) and the active 
type (like Courier) are still being argued. But, whichever is chosen, it should 
be much more reliable than present radio methods, much cheaper than cables, 
and able to handle a far greater volume of communication than either of the 
existing methods. Unless unforeseen snags arise, the cost of transatlantic 
telephone calls may in time be cut to sixpence a minute, and if we subscribe 
to the belief that international tension can best be eased by informal contacts 
between individuals, we must welcome the orgy of international communica- 
tion which these cheap facilities would provoke. 

















TWO PILLARS OF COMMUNISM 
A STUDY OF RUSSO-CHINESE RELATIONS 


E. December 1960 protestations of unity and of eternal friendship of such 
intensity poured from the propaganda machines of the two largest Com- 
munist powers, Russia and China, that even the least sceptical could be 
forgiven for wondering what real divergence lay behind them. The object 
of this article is to look at the prospects for the future relations of the two 
powers in the light of the tensions which have bedevilled them in the past. 

The troubled course of relations between the Russian and the Chinese 
Communists in the 1920’s and 1930’s is a chapter in itself. The modern story 
begins with the victory of Mao in China in 1949. It seems that to Stalin’s 
limited imagination the pattern for future relations between the Soviet Union 
and the new member of the Soviet-dominated world was clear : China was to 
be subject to Moscow like any other Communist country. That Mao, during 
his long visit to Moscow in 1949-50, resisted this proposal may be presumed, 
but he did not get very far. The familiar satellite pattern of controlled joint 
stock companies was set up in China in early 1950. In November 1951, at a 
conference of Soviet orientalists held under the auspices of the Academy of 
Sciences of the U.S.S.R., the official party spokesman, Zhukov, emphasized 
that what had occurred in China was only an anti-feudal revolution, and that 
China “would not in the near future be concerned with problems of con- 
structing socialism’. Above all, he said, the Chinese revolution should not 
be regarded “as some kind of model for popular democratic revolutions in 
other countries of Asia’’. China was thus relegated in the Communist hierarchy 
to a position “historically” inferior to that of the East European satellites. 
Since, like the Yugoslavs, the Chinese Communists did not owe their victory 
in any large degree to the Soviet Union, this product of Stalin’s megalomania 
naturally enough disappeared when Stalin died. By 1954 the joint stock 
companies had been liquidated, and the “leases” of Port Arthur and Dairen 
surrendered. Moreover, China was henceforward (as Kommunist, the official 
Soviet party organ, now admitted) recognized as entering “the path leading 
to socialism” under the guidance of the Communist Party, and was accepted 
as a member of the camp of Socialist countries. More concretely, extensive 
economic support was provided by the U.S.S.R. in order to help in the 
“building of socialism” in China. An investment credit of 300 million dollars 
had already been extended in 1950. To this was added a further credit of 
130 million dollars in October 1954. These sums, together with the value of 
the military supplies made available during the civil war, amount to a total 
of credits of around 1,375 million dollars. For all this China has had to pay, 
and may still be paying, in exports to the U.S.S.R. of food and minerals. 
There have been occasional sour reminders, both from China and from 
China’s sympathizers in foreign parties, such as the East German, of the fact 
that there has been no economic aid, in the strict sense, from the U.S.S.R. to 
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China. Since 1954 there have been no further Soviet credits to China, though 
other countries such as India and Egypt have been granted credits con- 
siderably in excess of those once extended to China—a fact which China has 
no doubt noted. But there has taken place since 1954 a steady expansion of 
Soviet trade with China, right up to and including 1959, and probably 1960. 
The most important Soviet export to China from the Chinese point of view 
was that of machinery and equipment, which it is difficult for China to buy 
elsewhere. The most helpful part of these Soviet exports to China has been 
the delivery of complete installations, together with the necessary expert 
assistance for setting them up. Nearly 300 such installations have been pro- 
mised or delivered and all but half of them are believed to be in operation; 
their total value is estimated at nearly 4,000 million dollars. In short, right 
up to 1960 the part played by the U.S.S.R. in helping China to industrialize 
was enormous, though it is probable that for a variety of reasons the depen- 
dence of China on the U.S.S.R. for her industrialization may have decreased. 
On the extent of Soviet military aid or expert assistance to China no evidence 
is available. But so far as economic relations are concerned, until the summer 
of 1960 these apparently remained unaffected by the other matters which 
were ruffling relations between the two communist powers. 

Khrushchev’s economic policy towards China may therefore be summed 
up as extensive trade in essential equipment for industrialization—all paid 
for by China in food, textiles and some minerals; but none of the aid or even 
credits which he has been quite ready to extend to non-Communist India or 
anti-Communist Egypt. Whether this policy was a cause of friction between 
the two countries we do not know, but it can be surmised. What we do know 
now, from information recently published by dissident Indian Communists, 
is that dissensions on various other subjects began quite early on. This 
information may be regarded as trustworthy, since it was obviously pub- 
lished by the pro-Chinese minority in the Indian Communist Party with the 
object of helping China to state her case against the U.S.S.R. It would seem 
that China was dissatisfied with Khrushchev’s policy right from the start. 
The liquidation of Beria—or more accurately the demotion of the police 
power which it implied—the rapprochement with Yugoslavia, and finally the 
unmasking of Stalin in 1956 were all viewed by Mao as steps of very doubtful 
wisdom. The Chinese Communists blamed the Hungarian revolution on 
what they regarded as the Soviet show of weakness, and claimed—how 
truthfully is another matter—that it was only China’s insistence that had 
steeled Soviet resolve to invade Hungary in order to put down the revolt by 
force. 

It is easy to understand that by 1957 the nerves of the two Communist 
leaders must have been severely frayed, since there existed then a risk of 
the disintegration of the whole Communist system. But if Mao had some 
good arguments against Khrushchev, Khrushchev had a pretty effective 
reply. For was it not Mao who had in the early stages by his public utterances 
encouraged the anti-Soviet struggle in Poland? And had he not endangered 
the whole Communist system in China by his ill-conceived and quite colossally 
disastrous “Hundred Flowers” policy, which unleashed an unprecedented 
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flood of open anti-Communist sentiment? So it is easy to understand that 
both sides were only too anxious to cement outward unity in Moscow in 
November 1957, when representatives of a number of Communist parties 
including the Russian and the Chinese met for consultation on policy. This 
was the first of what was to prove a series of such Communist party meetings, 
each of which terminated with professions of unity. In particular, this meet- 
ing affirmed two propositions, which lie at the core of the division between 
the two powers. First, that war need now no longer, as hitherto in Leninist 
doctrine, be regarded as inevitable, since the “forces for peace” in the world 
could be mobilized in order to prevent those who are preparing to unleash 
war from carrying out their purpose—which means ex Aypothesi the U.S.A. 
and her allies, since it is by definition impossible for the Socialist States to 
start an aggressive war. This was the doctrine that had been formulated by 
Khrushchev at the zoth Congress of the C.P.S.U. in 1956. And secondly, a 
clear acknowledgement that the Soviet Union was the leader of the Socialist 
camp. The importance of both these propositions, on which, as events were 
soon to show, there was in fact already no real agreement in 1957, was to 
become more apparent in the following three years, as the divergences be- 
tween the two powers assumed new forms and new importance. But before 
considering the development of the dispute since 1958, it is worth looking 
more closely at these two causes of dispute in the light of the almost open 
debate between the two parties in recent months. 


Doctrine of Inevitable War 


_ the Soviet point of view, the doctrine that war is no longer 

“inevitable” (as Lenin repeatedly said it must remain until such time as 
world Communism had triumphed) is closely linked with the existence of 
nuclear weapons. For the past few years the Soviet authorities have been 
openly asserting the universally destructive nature of modern nuclear 
weapons, emphasizing that a modern nuclear war would imperil civilization 
and destroy millions of Soviet lives as well as millions of lives in the “im 
perialist camp”’. As late as 1955 the invariable formula was that a future war 
could only destroy imperialism, and would leave Socialism intact. Malenkov, 
who had expressed cautious dissent from this unrealistic view, was rebuked 
after his fall for his opinion, on the ground that this showed lack of courage 
in the face of the imperialists. But the universality of the destructive force of 
nuclear war is now a common Soviet theme, asserted on all occasions with 
varying degrees of dramatic emphasis. The inference drawn from this more 
realistic appreciation is that Lenin’s views must now be revised, and that by 
reason of the growing strength of Socialism war can now be prevented by 
mobilizing the “forces of peace”. This means that the Soviet Union is con- 
fident that it can utilize the fears of the populations of the countries of the 
“imperialist camp” in order to bring these populations to the point where 
they will restrain their governments from preparing for war (which is ex 
hypothesi aggressive) and force them to disavow or overthrow their rulers. 
Peaceful co-existence is an integral part of this policy: it does not, as Soviet 
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statements explain, mean a passive state of live and let live, but an active 
form of “class struggle”. “Competitive co-existence”, or the propaganda use 
of the economic successes of the Soviet system in order to win support, is | 
also a part of this “struggle for peace”. Put into simpler terms, the Soviet | 
Union is confident that it can achieve its victories by “cold war” without 
running the risk of “hot war”, at any rate on more than a local scale. These | 
views, which have been developed by the Soviet Union over the past two or | 
three years, have found their most precise expression in the declaration 
signed in Moscow on December 2, 1960. 

The consequences of this “cold war” policy of the U.S.S.R. is the para- 
mount need for united leadership of the world Communist movement. It is 
one thing to pursue a policy of calculated risk—for example, in fomenting 
revolution or national uprisings, by going to the brink and if need be with- 
drawing at the moment when the risk of a general war becomes too great— 
if there is one authoritative centre of decision; it is quite another matter when 
the possibility exists that a rival authority in Peking may try to jog the driver’s 
elbow at a critical moment. This is where the Chinese view on the in- 
evitability of war becomes of highly practical relevance, and of much more 
than ideological importance. The Chinese insist that the pure original doc- 
trine of Lenin still stands unaltered and unaffected by the existence of nuclear 
weapons. So long as imperialism exists, there is no possibility of peace. Nor, 
say the Chinese, will a war unleashed by the imperialists be destructive of 
Socialism, but only of imperialism. There will of course be casualties on the 
Socialist, peace-loving side—indeed on one occasion Mao delivered himself 
of the opinion, much quoted nowadays in China it is said, that if 300 million 
Chinese were destroyed in a nuclear war, 300 million would survive. To deny 
that war is inevitable until the world victory of Socialism, in the Chinese 
view, is to lower the morale and resistance of the Socialist camp. The result 
of war, the Chinese theoretical journal wrote in 1960, will “certainly not be 
the annihilation of mankind. . . . On the debris of a dead imperialism the 
victorious people would create with extreme rapidity a civilization thousands 
of times higher than the capitalist system. . . .” | 

Consistently with this greater readiness to face the risk of world war, the 
Chinese advocate violent revolution in the “‘capitalist”” countries, where the 
Russians argue that the parliamentary way is often more appropriate; and 
all-out war for liberation in the “colonial” countries, where the Russians, 
until recently at any rate, have tended to urge the importance of ensuring 
*‘a situation in which internal processes in particular countries do not lead to 
military clashes of the two antipodal systems”. The issue is thus by no means 
academic. Chinese influence, both in the American continent and in Africa, 
is known to be considerable: Russia may have more to offer in material 
terms, but China has the twofold appeal of advocating what appears as a 
more vigorous, all out, determined policy—the revolutionary struggle in the 
villages, at which the Chinese Communists proved their mastery in the past— | 
and also of being herself economically more akin to the under-developed 
world than a highly industrialized state like Russia, and therefore more | 
readily acceptable as a model. The é/an of the Russian revolution is waning 
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not only inside the Soviet Union but outside as well, and China is for many 
new countries taking its place. This makes the issue of leadership urgent and 
pressing. Moreover, since the real issue in dispute is not one of ideology, but 
of practical politics, it makes lasting compromise more difficult. To put it 
in its baldest form: for Russia, with her industrial revolution completed, the 
destruction that would be wrought even by a victorious nuclear war (if such 
a thing exists) is too high a price to pay for any advantage; for China, who 
may with reason hope that the main force of a nuclear war would spend itself 
in the U.S.A. and Europe (including the U.S.S.R.) and who has herself much 
less in the way of industrial achievement to lose, the prospect of a nuclear 
war is much less appalling. The strength of her position is that she may hope 
to gather support for this view among the non-industrial, non-European 
millions whose cause she espouses. The disputes between China and Russia 


after the uneasy compromise of 1957, to which it is now necessary to turn, 
are squarely rooted in these basic facts. 


Strained Relations 


= the event, the outward agreement in November 1957 proved quite 
unreal, and relations between the two powers rapidly deteriorated. It 
seems very probable that one of the main causes of dissension was China’s 
resentment of the fact that the Soviet Union refused to supply her with 
nuclear weapons. Although firm evidence on this subject is necessarily lack- 
ing, the inference would seem to be well founded from a number of public 
utterances made in the course of the year in China. Be that as it may, it seems 
that by the summer of 1958 China by her conduct forced the U.S.S.R. to 
modify its policy in an effort to dissuade China from continuing an assault 
on the offshore islands and Formosa. Khrushchev’s agreement, in the course 
of the Middle Eastern crisis in July 1958, to negotiate within the framework 
of the Security Council evidently provoked strong reactions in China. That 
this took the form of a threat by China to involve the U.S.S.R. in war with 
the U.S.A. by invading Formosa and invoking the Sino-Soviet treaty of 
alliance is suggested by the crescendo of violent Chinese propaganda against 
Formosa which preceded a hurried visit to Peking by Khrushchev. This cam- 
paign received no mention in the Soviet press for nearly a fortnight, and was 
then mentioned only indirectly and casually. The Sino-Soviet communiqué 
which resulted from the visit was, on the face of it, a capitulation to the 
Chinese views on war and moreover called for an immediate meeting of the 
“Heads of Government of the Big Powers”—which put an end to the Security 
Council meeting agreed to by Khrushchev before going to Peking. Since 
phrases alone are unlikely to have placated China, it is probable that Khrush- 
chev may have indicated privately that if China attacked Formosa she would 
have to go it alone—while publicly proclaiming the reverse to the U.S.A. 
Whatever the true reconstruction of the Peking meeting, 1958 marked 
a low ebb in relations between the two powers. By the end of the year, 
cultural relations, which had up till 1958 been developing apace, came to 
a virtual end, and have not since then been resumed. In the autumn of 1958 
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China’s announcement on the communes, as a step towards the imminent 
achievement of the higher phase of Communism, infuriated the U.S.S.R. 
It is easy to see why—quite apart from the theoretical absurdity of claiming 
progress towards “Communism” when the early stages of “Socialism” have 
not yet laid the foundations for it. For by making this claim China was not 
only putting herself on a basis of equality with the Soviet Union, which at 
that date was the only state which claimed to be advancing towards Com- 
munism; by indicating that the desired Utopia could be achieved in the 
foreseeable future, she was actually putting herself ahead of the U.S.S.R., 
which has never indicated a timetable for the achievement of Communism. 
Whether the absurdity in ideological terms of a claim by an economically 
backward country that it was on the road to “Communism” was recognized 
even by China or whether, more probably, as the result of economic and 
other pressure by the U.S.S.R., the announcement on the communes was 
before long retracted and considerably modified by China. That the dispute 
is still smouldering is evident from occasional tart references by both powers 
to the subject. The whole, somewhat ludicrous, episode can only be inter- 
preted as a move by China to outbid Russia as the leader of the under- 
developed countries along the path to Communism. It should be added that, 
whether as the result of China’s modification of her statement on communes 
or no, economic relations remained unaffected in 1958 and 1959,’and an 
important new trade agreement between the two countries was signed in 
February 1959. 

Two incidents out of many in the course of 1959 must be recalled as 
evidence of the growing strain between the two countries. On the Chinese | 
side, it is plain that Khrushchev’s visit to the U.S.A. in the autumn provoked | 
the gravest suspicion. It represented on Khrushchev’s part an implementa- 
tion—not entirely unsuccessful, be it said—of the policy of “co-existence” 
in its form of rallying the “forces of peace” to his side as a factor in promot- | 
ing Soviet interests. To the Chinese it may well have appeared as a betrayal of | 
that uncompromising and unremitting hostility to the U.S.A. which is the 
central keynote of their policy. A visit by Khrushchev to Peking on his way 
back from the U.S.A. did little to resolve mutual suspicion. No communiqué 
was issued after the meeting, and even the controlled Communist press could 
not disguise the cold hostility between the leaders. Khrushchev indeed 
dropped several hints about symptoms of ““Trotskyism” among leaders of 
the world Communist movement in public speeches soon after his visit, 
which sounded very much as if he had Mao in mind. On the Soviet side, the 
Chinese frontier attack on India seems to have been the main cause for resent- 
ment against China. It was indeed a move which—however tactically impor- 
tant to China as an attempt to seal off Tibet—had the effect of undoing much 
patient work in wooing the support of neutralist India. The offic’»l1 Soviet 
communiqué eloquently revealed Soviet displeasure: contrary to ivariable 
precedent in similar cases, in place of immediate support for China’s action 
in resisting Indian “aggression”, the statement issued from Tass on Septem- 
ber 9, 1959, merely deplored the “‘incident”’, and expressed Soviet confidence 
that the two governments would settle their differences “in the spirit of the 
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traditional friendship” between them. It may be assumed that by the end of 
the year relations between Russia and China were very strained indeed. 


Open Schism 


HE course of events so far related illustrates the novel situation which 

had arisen in the Communist block through the existence of two power- 
ful parties neither of which was prepared to submit to the tactical leadership 
of the other. The case of Yugoslavia in 1948 hardly affords a parallel: Yugo- 
slavia was not a power of importance, and her expulsion from the block 
could safely be undertaken without serious risk of a split in the entire move- 
ment. The case of China, with her strong appeal at any rate in the American 
continent, Africa and Asia, and with potential supporters in Europe (such 
as irredentist Albania) was very different. It would seem that the Soviet 
Union, if a few impetuous hints by Khrushchev are disregarded, was anxious 
at any rate to preserve a facade of unity, no doubt with the fear of such a 
split in mind. Not so China, who whether from arrogance or from a desire 
to make a bid for leadership chose to bring the dispute into the open in the 
course of 1960. 

The main stages can be briefly catalogued. In February, after a meeting of 
the delegates of the Warsaw Pact powers, which China attended as an ob- 
server, and which ended as usual in ostensible unity of views, the Chinese 
chose to publish the speech of their delegate, which revealed clearly the 
extent of the actual disagreement on political strategy. This was soon fol- 
lowed by several weighty theoretical articles, in which the Chinese defence 
of true Leninism was expounded at length, accompanied by attacks on 
“revisionism” ostensibly aimed at Yugoslavia, but plainly recognizable as 
intended to hit the Soviet Union. The Soviet Union now joined in the open 
ideological battle, and also produced several lengthy statements of its case. 
The battle did not long remain in the realm of theory. In June 1960, at a 
meeting of the W.F.T.U. (as we know from reports in the Italian Communist 
press), China openly attacked Soviet policy, and precipitated a crisis. The 
occasion of a meeting of the Congress of the Rumanian Communist Party 
was hastily used to improvise a wider meeting of Communist leaders, includ- 
ing Khrushchev and a delegate from China. It ended once again in ostensible 
unity, though as we now know the Chinese delegate, finding himself under 
severe attack, and being apparently without instructions on how to deal with 
it, signed the final resolution only under protest. The extent to which relations 
between China and Russia had deteriorated became evident when in the 
summer many, perhaps all, Soviet technical experts were precipitately with- 
drawn from China—apparently in protest against a Chinese attempt to in- 
doctrinate them. Hitherto, it will be recalled, economic relations had remained 
unaffected by friction between the two powers. It was an ominous sign. 

Feverish activity now followed in preparation for a more universal meet- 
ing of the Communist parties to deal with a schism which could no longer 
be concealed. Lengthy written charges and counter-charges (as we know 
from dissident Communists) were now circulated by both sides. A prepara- 
tory committee met to hammer out an agreed resolution for the forthcoming 
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conference in Moscow, scheduled for November 1960. On November 7 a 
meeting of high-powered delegates from eighty-one Communist parties met 
in Moscow: it took three weeks to reach agreement on the final text of the 
declaration, which again claimed to have achieved complete unity of views. 

Only a few salient points can be noted about this declaration, and sub- 
sequent official comment upon it. It is at the outset of significance that this 
was the first occasion for many years when a real debate took place in the 
Communist block. According to the fragmentary accounts which have ap- 
peared, there was acrimonious criticism of Soviet policy not only from China, 
but from supporters of the Chinese view, notably Albania. Yet it is evident 
that the desire for unity must have been strong. An open split between China 
and Russia would obviously have dealt a severe blow to the world Com- 
munist movement. Moreover, the leaders of many of the individual delega- 
tions, especially from the under-developed world, must have been well aware 
of the existence of strong left-wing pro-Chinese trends in their own parties, 
and were therefore faced with the prospect of at best a split in their parties, 
and at worst a threat to their own leadership, if China emerged as a separate 
centre of authority. The pressure for compromise was therefore strong, even 
in face of the accumulated irritation between China and Russia. 

The declaration itself is in most essentials a statement of the Soviet, not 
the Chinese, case—war can be prevented by mobilizing “the forces of peace”, 
co-existence is the best form of heightening the class-struggle, and so forth. 
There are a number of very thinly disguised criticisms of China’s action in 
the past in endangering the unity of the movement. There are also a number 
of sharp phrases, which can be construed as a concession to Chinese demands 
but do not alter the main purport of the declaration. Most significant of all 
is the omission of the assertion hitherto usual in such Communist declara- 
tions that the Soviet Union is the “leader” of the Socialist camp. Khrushchev 
has subsequently explained the omission by the argument that in “the 
socialist commonwealth . . . it is not possible for leadership over socialist 
countries and communist parties to be exercised from any centre at all”. He 
also hinted that a demand for the re-assertion of Soviet leadership had come 
from China. This need cause no surprise. In the uneasy state of relations 
which exists between the two Communist powers, China may well prefer the 
open assertion that there exists one party recognized as leader: in terms of 
arithmetic, with her appeal to the masses in Africa and Asia, and Latin 
America, and with her exaggerated faith in the prospects of violent revolu- 
tion, China may well hope that the day is not far off when she will be able to 
claim as of right to occupy the leader’s seat. From the Soviet point of view, 
with this stark fact of China’s growing influence in mind, it may seem prefer- 
able to lay stress on equality in the “socialist commonwealth”, and to rely 
for effective Soviet leadership in practice on greater strength, wealth and 
organizing skill. 


Contest for Leadership 
HAT is the outlook for the future ? The main fact that stands out in the 
whole story is that it is a dispute over leadership; and that this dispute 
remains unresolved, if only because neither party is powerful enough to 
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resolve it. No amount of ostensible agreement or ideological declarations 
can disguise this fact. The “socialist commonwealth” solution of rational 
adjustment of differences as they arise is inconsistent not only with Com- 
munist authoritarian tradition, indeed with Communist doctrine, but with 
the very necessary practical requirement when one is pursuing a policy of 
cold war, and of taking carefully calculated risks in the process, that there 
should be one leader and not two. The first test, therefore, will be whether 
China continues to pursue the policy she has pursued hitherto of dividing 
the Communist movement by seeking to win over from Moscow the ad- 
herence of such parties as are inclined to follow her, mainly in Latin America, 
in Asia and in the Middle East. This policy has already resulted in the almost 
open defection of Albania from Moscow, in a split in India, and in more or 
less serious dissensions within some other parties. There is therefore a lot of 
harm for China to undo. Meanwhile the influence of China is bound to have 
repercussions on the policy of the Soviet Union, if only because the Soviet 
Union cannot leave the field to China, but must compete with her for the 
allegiance of the “colonial and semi-colonial” world. Soviet material assist- 
ance in Laos, the recent more enthusiastic Soviet support of the F.L.N. in 
Algeria and the very fiery statement of Khrushchev in his recent explanatory 
speech on the Moscow Declaration with reference to Soviet armed support 
for national struggles and “just” liberation wars (which go beyond the much 
more cautious formulations of the Declaration) are all indications of this 
influence of China on Soviet policy. 

Thus, the “socialist commonwealth” solution will require a great deal of 
forbearance, especially on the part of China, and a great deal of application to 
learn a technique of co-operation which is novel in the Communist move- 
ment. The position is further complicated by the fact that in Communist 
countries external policy is so often merely an aspect of domestic policy. 
Khrushchev’s enemies within the Soviet hierarchy—if such there be—may 
well seek to use the influence of Mao as a lever against Khrushchev. There is 
no reason to suppose that the same process could not take place inside the 
Chinese hierarchy, where the policy of Bandoeng, now apparently abandoned, 
may still have its adherents. The issues of internal leadership could thus in 
both countries easily become involved in the disputes—if indeed this has not 
happened already. 

It need hardly be emphasized that both powers recognize the need for 
unity. In the case of China there is the additional factor of economic and 
military dependence on the U.S.S.R. (Nothing is known of the most recent 
economic relations between the countries—whether, for example, the Soviet 
technical experts, withdrawn in 1960, have now returned.) But the need for 
unity of Communist leadership is also paramount in the precarious world of 
today, especially for the dangerous policy represented by Communist political 
warfare. If the “commonwealth” solution should prove unworkable, a situa- 
tion may well arise in which the Soviet Union will decide that an open breach 
with China is the lesser of two evils. How far such a breach might lead the 
U.S.S.R. on the road to a policy of real détente with the non-Communist 
world may then become the most significant question of our age. 


MR. KENNEDY TAKES THE STAGE 


A PHI BETA KAPPA CAST 


HE first few weeks of the new régime in Washington may well suggest 

to Americans, and perhaps to observers oversea, that the Kennedy Ad- 
ministration is a rather special phenomenon. It is tough-minded, competent 
and possessed of a high intellectual content. Yet simultaneously it seems able 
to articulate America’s basic idealism in a manner that strikes echoing chords 
in many far-off lands. 

If the early record is any criterion—President John Fitzgerald Kennedy’s 
inaugural speech, his first press conference, his rigorous State of the Union 
message—this Administration will be tackling the great challenges confront- 
ing the United States with boldness and decision. And this will be salutary, 
for the problems ahead—the business recession, the balance of payments, 
Soviet Premier Khrushchev’s overtures, the disintegrating Congo, to name 
a few—are formidable. 

Judgement of Mr. Kennedy so far has been favorable on nearly all counts. 
As with other presidents, he is being assessed first of all according to the 
caliber of men with whom he surrounds himself. His Cabinet, his selected 
associates, are deemed impressive, by both Democrats and Republicans. 

One need not mention that President Kennedy invited Robert Frost—this 
country’s nearest approach to a poet laureate—to read from his verses at the 
inaugural ceremony. Or that he arranged that 155 well-known American 
intellectuals and artists should sit on the platform at the presidential swearing- 
in. This high-styled nod to genius was an innovation, widely appreciated. 

What is especially impressive is the intellectual content of the Kennedy 
team. Within the top echelon are four Rhodes scholars. The new head of the 
Atomic Energy Commission, Dr. Glenn T. Seaborg, is a Nobel Prize winner. 
Sixteen administration members wear Phi Beta Kappa keys (indicating elec- 
tion to the intercollegiate honor society), including Secretary of State Dean 
Rusk, Secretary of Defense Robert S$. McNamara and Secretary of Agricul- 
ture Orville L. Freeman. The administration is studded with cum Jaude 
(honor) graduates. 

President Kennedy himself graduated from Harvard cum /aude and has won 
a Pulitzer prize. The President’s wife, Jacqueline, has proposed that the 
White House public galleries carry exhibits of American paintings. All of 
this is symptomatic of the new atmosphere in Washington, where “egghead” 
ideas are discussed even on the cocktail circuit and where after-dinner con- 
versation assesses the proposals brought forward by “‘task forces” on educa- 
tion, distressed areas, urban renewal, the conquest of space and the like— 
study groups set in motion by Mr. Kennedy weeks ago. 

But the President has surrounded himself with more than “eggheads”’; 
his Cabinet officials are intellectuals who have also had practical experience. 
Mr. Rusk headed the wide-ranging Rockefeller Foundation and was formerly 
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a State Department secretary. Mr. McNamara was president of the Ford 
Motor Company. Adlai Stevenson, Ambassador to the United Nations, has 
been a governor, a world traveller on intimate terms with global statesmen, 
a modern philosopher. The Secretary of Labor, Arthur Goldberg, was a top 
legal counsel in the AFL-CIO trade union group. The Secretary of Health, 
Education and Welfare, Abraham Ribicoff, was a remarkably successful 
governor and astute politician in industrial Connecticut. 

Even the criticized appointment of the President’s brother to the post of 
Attorney General is probably justifiable on the ground that Robert Kennedy 
is an especially vigorous, shrewd battler against “organized crime”—the type 
which has muscled not only into the labor unions but into many service 
industries across the country. 

No doubt every President becomes identified with a special approach, a 
special technique. Franklin D. Roosevelt pioneered reformist legislation and 
a major excursion into the welfare State. He assembled perhaps the greatest 
assortment of philosophers, idea men and crackpots ever gathered around 
a President, and he delighted in stimulating their debates in the effort to 
expand his own thinking and spark his experimentation. 

President Eisenhower, in turn, looked to the business community and its 
more progressive elements for much of his basic ideology and some of his 
most influential assistants. He presided over a period of consolidation and 
“convalescence’’—after the era of New Deal experimentation and two un- 
settling wars. Anyone who recalls how “McCarthyism” wracked the United 
States in the early Eisenhower months, and how it has now largely vanished 
from the national consciousness, will understand why a period of consolida- 
tion and domestic conciliation was advisable. 

Now young Mr. Kennedy strides on to the stage at a time when, if the 
believers in cyclical alternation in the national mood are correct, the country 
is ready again for forward marches if not for New Deal experimentation. 


Communication with the People 


HAT are his special strengths ? He is the product of a political appren- 
ticeship in the state of Massachusetts, where the political “infighting” 
is particularly rough. He has had fourteen years in Congress, years of living 
with and voting on momentous issues. He has attained from this—as his 
early presidential press conferences display—a precision of thought and 
speech, an approach of tact and dexterity, a cool courage, and a readiness to 
use to the full the resources and powers of the presidency. 
Obviously what John Kennedy now needs most of all, to be successful as 
a “strong” president, is the concurrence in his program of a broader segment 
of the population than actually voted for him. His margin of victory was 
excessively slim. Can he obtain that concurrence? It is already evident that 
he is prepared to win support by utilizing to the full the avenues vouchsafed 
a president for communication with the people. 
These avenues include that unique American institution, the presidential 
press conference, which Mr. Kennedy has relocated in a larger hall and 
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permitted to be televised “live”; the State of the Union message and other 
messages to Congress (and hence to the public); and an occasional direct 
“fireside chat” to the people via radio and television, on some issue of crucial 
import. 

His decision to locate an occasional press conference at six p.m. or in other 
“prime” television viewing time was for the express purpose of reaching the 
greatest number of viewers. Millions watched his first televised session, and 
likened its impact to his first debate with Vice President Richard Nixon 
during the election campaign, in which Mr. Kennedy impressed voters with 
his grasp of subject-matter and sense of mission. 

His first message to the Congress—the “State of the Union” address in 
which the President describes the national and international picture as he 
sees it and prescribes solutions—carried forward the impression of Mr. 
Kennedy as a man of brisk decision and competent intellect. There was a 
Churchillian flavor in his warning of the deep trials “through which we must 
pass in the next four years”, and his statement that “the tide of events has 
been running out and time has not been our friend”’. 

The President has ordered action forthwith on many fronts: the Polaris 
submarine construction and the entire missile program have been accelerated, 
though he does not specify to what degree. The Secretary of Defense has 
made a resurvey of the United States’ entire defense posture. Measures are 
in motion designed to terminate the recession and to halt the dollar drain. 
Congressional authority is sought for putting the foreign aid program on a 
longer-term basis, with greater attention to “education at all levels” and 
greater emphasis on the role of the recipient nations. 

The food-for-peace program is ordered expanded. The United States mis- 
sion to the United Nations is being strengthened. The Senate is asked to 
ratify the convention establishing the Organization for Economic Coopera- 
tion and Development, joining Western Europe with Canada and the United 
States in common trade and monetary ventures. Congress is asked to enact 
a $500 million aid program for Latin America. 

The temptation is to say that, as the President addressed Congress in 
person, the Kennedy philosophy of emergency and action superseded the 
Eisenhower philosophy of moderation. Yet one must temper this comment 
with the recognition that, at least in these early months, it is Mr. Kennedy’s 
stated intention to avoid high-spending projects that would seriously un- 
balance the budget. He will not travel “high, wide and handsome” in the 
Roosevelt manner. 

If the recession should worsen or some international crisis should inter- 
vene, this pledge will go by the board. The President has said that he would 
undertake no program which would cause governmental spending to exceed 
governmental income, but he is here counting on increased governmental 
revenues, within a year, due to federal stimulation of the economy. Whether 
the economy can be successfully stimulated remains to be tested. If not, the 
Kennedy program is bound to unbalance the budget. 

It must also be noted that President Kennedy is advising Congress, in his 
early messages to the legislators, that he holds the legislative branch of the 
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government in greatest respect, and does not intend to ride roughshod over 
its prerogatives. This is the necessary technique of a successful president. 
He builds a climate of public opinion behind Congress; he energerizes Con- 
gressional action by the shrewd use of patronage and the wise proposal of 
projects benefitting this Congressional district and that. But he avoids frontal 
assaults. 

If one were to list the challenges confronting the new Administration, 
perhaps the problem of relations with Congress should top the list. It is not 
only the most immediate but the most persistent. There are ancient roadblocks 
to action in Senate and House, by which a determined and strategically- 
placed minority can thwart the finest Administration program. 

The President has decided not to challenge the Senate roadblock—which 
is the threat of filibuster or “talkathon”. Under present rules of procedure 
there is no easily-applied limit to debate in the Senate and Mr. Kennedy has 
avoided joining the northern liberals who would change the rules. His 
reasoning is that the Senate, which is (surprisingly) more liberal than the 
House, will not block his basic legislation. The filibuster is invoked mainly 
against civil rights (Negro rights) legislation, and Mr. Kennedy does not 
intend now to press for new laws on this front, believing that much can be 
accomplished by executive decrees and presidential leadership. 

The roadblock in the House of Representatives is its Rules Committee, 
which must give approval before a bill can be handed to the House member- 
ship for enactment. The ancient coalition of southern conservative Demo- 
crats and northern Republicans, reflected in the Rules Committee member- 
ship, has enabled that body to block legislation unwelcome to conservatives. 
A committee vote last June, for instance, blocked a Kennedy-supported 
housing bill which had already passed the Senate. The measure never reached 
the House floor so that members could have voted on it. Mr. Kennedy has 
had to meet this blockade face-to-face, or see his legislative program danger- 
ously delayed if not emasculated. 


Three Challenges 


EYOND relations with Congress, perhaps three other challenges top the 
list of tests confronting Mr. Kennedy: 


1. The balance-of-payments problem—the serious drain of American gold 
reserves abroad. Permanent solution here may require cooperation by a host 
of trading nations meeting in some new conference similar to the Bretton 
Woods sessions of 1944, which produced the World Bank and the Inter- 
national Monetary Fund. 

Such a conference would be intended to set up a kind of international 
“Federal Reserve System” or payments union which could pool the excess 
gold reserves run up by some fortunate nations and make them available to 
all members. The British Government should welcome this proposal equally 
with the United States, since London’s balance-of-payments position has a 
habit of worsening periodically. 

2. The problem of defeating the current mild business recession, which 


many economists believe is symptomatic of what is basically wrong in the 
M 
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American economy. The contention here is that, as Mr. Kennedy said in his 
State of the Union message, “our recovery from the 1958 recession was 
anemic and incomplete. Our Gross National Product never regained its full 
potential. Unemployment never returned to normal levels. Maximum use of 
our industrial capacity was never restored.” 

This, the Kennedy economists argue, is because the Eisenhower Admini- 
stration (and the Federal Reserve System) applied chiefly credit controls in 
seeking to master the business cycle. These damped down inflation, to be 
sure, but they also damped down economic growth. Thus, the American 
economic growth rate lags behind that of the Soviet Union and unemploy- 
ment totals are reaching perilous highs. 

“This Administration does not intend to stand helplessly by”, Mr. Kennedy 
proclaims. And he has proposed a long list of measures designed to lift the 
economy from the doldrums and relocate it on a new plateau of vital expan- 
sion. At least, these are the plans. The stimulation of a free-enterprise 
economy, no easy task, must be accomplished without frightening the busi- 
ness community, either by excessive governmental spending or by excessive 
controls. Mr. Kennedy must tread a fime line here, but he intends, through 
such measures as faster depreciation allowances in business taxation, increased 
development of natural resources, and government-labor-management co- 
operation in solving the problems of automation and displaced workers—to 
inaugurate a new era of mammoth productivity. 

3. The problem of relations between the United States and the Soviet 
Union. 

Even before Mr. Kennedy was inaugurated, the Soviet Ambassador to 
Washington, Mikhail Menshikov, was inviting prospective members of the 
Kennedy Cabinent to luncheon, in an obvious Khrushchev move to re- 
establish the “Camp David Spirit” which the U-2 flight and the summit 
failure at Paris in the spring had dissipated. President Kennedy is thoroughly 
aware that Moscow still believes Communism will conquer the world, but 
he also believes that under the conditions of a nuclear deadlock it is quite 
possible to shift the Communist-free-world competition to saner grounds. 

The Kennedy Administration also is intrigued at Premier Khrushchev’s 
repeated indications that Moscow is once again prepared to negotiate realistic- 
ally on arms control. When American and Soviet scientists met in Moscow 
in late November (in what was loosely dubbed another “Pugwash” con- 
ference) the Russian scientists strongly urged that the two nuclear giants 
must reach some understanding on disarmament before more nations attained 
an ability to produce H-bombs and the nuclear club was dangerously ex- 
panded. 

Now Mr. Khrushchev has continued his overtures, releasing the two 
imprisoned American fliers from the downed RB-47 plane, while Mr. Kennedy 
of course has responded—anot a quid pro quo but nicely timed—by announcing 
that he will maintain the ban on U-z2 surveillance flights over the Soviet 
Union which was instituted by President Eisenhower. 

Significantly the United States has requested a postponement of the Geneva 
negotiations for a nuclear test ban treaty—from February to late March. 
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This strongly suggests that, under the direction of John J. McCloy as dis- 
armament adviser, the United States is not just picking up where negotiations 
ended last autumn but is planning to work out a whole new American posi- 
tion. 

This will require not only consultations with the United States’ major 
allies but an end to the feud between the State Department, the Pentagon 
and the Atomic Energy Commission concerning arms control objectives. 
The worst feature of the Eisenhower Administration’s disarmament efforts 
was that General Eisenhower never knocked heads together sufficiently 
among the departments to produce a complete and negotiable policy. When 
policy was agreed upon, it usually represented merely one step forward. 
Once the Soviets had reacted to that step, whether favorably or unfavorably, 
the armaments officials had to be convened all over again to formulate 
another step. Mr. Kennedy intends to plan a far-reaching program, with all 
foreseeable eventualities considered, before opening negotiations. 

Mr. Kennedy’s attitude to summit conferences has frequently been stated. 
He will meet at the summit with Mr. Khrushchev only if previous negotia- 
tions at lower levels hold out prospect of accomplishment at high levels. 
This does not rule out a personal talk with the Soviet Premier at the United 
Nations or elsewhere, but there will be no summitry with fanfare and 
formality until the normal and private channels of diplomatic negotiation 
which Secretary of State Dean Rusk favors have been well utilized. 

But the new American president is not leaving the initiative to Mr. 
Khrushchev. He has invited the Soviet Union to join with the United States 
in the costly conquest of space: specifically in a weather prediction program, 
in a communications satellite program, and in those tremendous and eventual 
efforts to probe the distant planets of Mars and Venus, ventures which, as 
Mr. Kennedy indicates, “‘may someday unlock the deepest sectets of the 
universe”. Obviously the pooled efforts of many industrialized nations could 
achieve more here than could the present uncoordinated competition. 

President Kennedy has also urged Moscow to cooperate in extending 
agricultural technology to the hungry nations, in wiping out the diseases that 
ravage humanity, and in the exchanges of scientific knowledge. 

There is most certainly a new surge of effort and planning in Washington. 
Whereas President Eisenhower called the missile gap a “fiction”, Mr. Ken- 
nedy has ordered the missile program accelerated. Whereas the Eisenhower 
régime was inclined to “wait out” a recession, Mr. Kennedy proclaims the 
need for positive action to haul the country out of the doldrums. 

It would appear that there will be, not a “hundred days” of swift legislation 
under the new Administration, but a still longer period of rapid policy 
formulation and executive activity. The flavor will not be New Dealist, but 
“financially sound if possible, and as required by the emergencies”. 


United States of America, 
February 1961. 








THE SIEGE OF WEST BERLIN 
FIFTEEN YEARS OF DIVIDED GERMANY 


HERE is no Berlin problem. There is only a German problem. The 

anomalous position of the German capital is a reflection of the Cold War, 
and of the continued division of Germany. If Germany were reunited, the 
Berlin problem would be automatically resolved. 

Why then this preoccupation with Berlin on the part of both East and 
West? Because Berlin is a microcosm of the Cold War, one of those points of 
contact between the Communist and the Free World, like the 38th parallel 
in Korea, where tension is permanent, ideologies always in arms and the line 
of demarcation so clearly drawn as to allow no room for maneeuvre by either 
side. A Soviet military vehicle, straying into the Western sectors on other 
than an authorized mission, creates an international incident. The forceful 
occupation of even a small part of the city by a power which has no right to 
be there could lead to a third world war. The strategy of the Cold War, as 
understood and executed by the Communist Powers, consists in blowing hot 
and cold alternately in places like Berlin, depending on the needs of the 
moment, and creating a feeling of insecurity which undermines the resolve 
and unity of the West. 

It could be argued with only apparent irony that the precarious position 
of the Free World in Berlin, surrounded by an aggressively Communist East 
Germany, by a large number of Russian and German divisions always on the 
alert, and linked to the Federal Republic only by the tenuous link of the 
100-mile Autobahn and three air corridors, is of great advantage to that part 
of the country which is still free. It is because Berlin is divided and sur- 
rounded, that two million inhabitants of West Berlin openly reject Com- 
munism and its blandishments, that thousands of refugees from East Germany 
pour through this small chink in the iron curtain in search of freedom, that 
the German problem is kept alive in the consciousness of the West. Else, 
fifteen years after the end of the last war, the world might well have become 
accustomed to the existence of two Germanies, one free, one slave, as part of 
the deplorable but inevitable order of things. Independently of the question 
of whether German reunification still remains a constant preoccupation of an 
increasingly prosperous and stabilized Federal Republic, or merely an in- 
creasingly distant dream, to which many merely pay lip service, the rights of 
two million Berliners who live on the edge of a Communist precipice cannot 
be ignored. 

If Russia is continually emphasizing the need to solve the Berlin problem 
independently of what appears to be the much more intractable German one, 
and producing one “plan” after another to alter the status quo there, the 
reasons ate twofold: by distinguishing between Berlin and Germany, she 
wishes to assert the permanence of the country’s division. But in this scheme 
of things the survival of a free enclave in her East German satellite is a 


























THE SIEGE OF WEST BERLIN 161 


permanent source of instability, a thorn in the Communist flesh, a challenge 
which cannot be wished away by propaganda or falsehood. It is a shop 
window of the capitalist West, which gives the permanent lie to the elaborate 
pictures of a workers’ paradise, more convincing than any five-year plans or 
carefully marshalled statistics. To the East Berliner and East German who 
travels into the Western sectors on the elevated railway or by underground, 
in order to drink really good coffee, buy a pair of shoes, or some other daily 
necessity which can only be obtained with difficulty or at a much higher price 
for bad quality in the East, the language of dialectical materialism and the 
juggling with figures are singularly unconvincing. The facts speak for them- 
selves. 

To absorb this island of freedom and of prosperity—however relative— 
perpetually cocking a snook at them is the permanent aim, one might almost 
say the permanent obsession, of the Government of the so-called “German 
Democratic Republic”. They have tried in many ways to squeeze the Western 
allies out of West Berlin by degrees. They have sought to close the chink in 
the iron curtain through which the refugees continue to pass in an unending 
stream; to seal their world off once and for all from the dangerous attractions 
of the other. The Russians, for their part, made only one open attempt when, 
in 1948, they interrupted all road, rail and water traffic to the western sectors 
from the Federal Republic, and only released their stranglehold in May 1949, 
when the blockade was thwarted by the air lift; and they in fact acknow- 
ledged defeat by recognizing the West’s right of access. It does not mean, 
however, that they have given up. While it is now quite clear that the Western 
Allies would go to war to defend their rights in Berlin, if necessary, any 
weakening of the Western position, any compromise over the status of the 
capital would immediately be exploited by Russia and her East German 


satellite, and the wedge driven an inch farther between West Berlin and West 
Germany. 


Fourfold Condominium 


HE Allied position in Berlin is pretty clear cut. It rests fundamentally 
on the right of conquest, and more precisely on the protocols signed in 
September 1944 in London between the Western Powers and Russia, which 
divided Western Germany into zones and provided for a special four-power 
statute for the capital. This statute was again reaffirmed by both sides in the 
so-called Jessup-Malik agreement at the United Nations in May 1959, em- 
bodied in the Paris Treaty of the following June. It was clear before the end 
of the war in the West that the position of Berlin was so important that it 
could not be left in the hands of one side—that, after the analogy of Paris, 
he who controlled Berlin controlled the whole of Germany. When the war 
ended, the allied armies had advanced as far as Magdeburg, now in East 
German territory; but they retreated to the present zonal boundary on the 
Elbe in exchange for rights in Berlin. 
The city was given a four-power administration, under four commandants, 
who, assisted by military forces, ensured orderly government of the three 
million inhabitants, and the strict observance of the occupation statute. At 
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the lower level, all four sectors were placed under the government of a 
popularly elected assembly, the executive authority vested in a Chief Burgo- 
master and Senators along the lines of a national cabinet. But the honeymoon 
of East and West was short. The Russians had long begun to organize their 
sector of the city on Communist lines. When in 1946 the first free elections 
were held for the assembly, the Communists suffered a crushing defeat; and 
the Russians refused to recognize the election by this assembly of Ernst 
Reuter, an outspoken opponent of their system. In 1948 the Soviet Com- 
mandant walked out of the allied Kommandatura never to return. After an 
abortive Communist pxssch in the city assembly, a separate ““Magistrat” or 
Government was set up in East Berlin, boundary controls were established, 
separate currencies put in circulation, East Berliners prevented from voting 
in the second all-Berlin elections that year. The breach was then complete. 

But in the three Western sectors, the four-power status was scrupulously | 
preserved. Much water has flowed under German bridges since 1948. The | 
Federal Republic has come into being and alongside it the so-called ““German 
Democratic Republic”. The division of the country has become far more ' 
complete than the division of Berlin. The iron curtain, as any visitor to East 
Berlin can see for himself, runs not between the three Western and the 
Eastern sector, at the Brandenburg Gate, but around the Eastern sectors, 
where another set of frontier posts and controls, far more rigid than those 
within the city, divide it off from the “Zone” under Communist administra- 
tion. 

There is perhaps something rather childishly anachronistic in the way in 
which three Western Powers have preserved the status quo of 1945 in West 
Berlin, while it has long since been done away with in the rest of Germany. 
Though Berlin is officially the capital of the Federal Republic (with tem- 
porary seat in Bonn), the laws of the Federal Parliament do not automatically 
apply there. Berlin—or rather the three Western sectors—is not de jure part 
of West Germany. Federal laws are only valid in West Berlin once approved 
by the assembly, so long as they do not offend against the peculiar status of 
the city. The Federal Constitutional Court of Karlsruhe has no authority 
there. The conscription law does not apply. While Berlin, as a Land of the 
Federal Republic, sends representatives to Bonn, they do not have the right 
to vote legislation. 

The Occupation régime is, of course, much modified. West Berlin is in 
practice self-governing. But the forms remain. There is a building in the 
centre of the city, in the American sector, where the former Control Com- 
mission used to sit. And from its tall flagstaffs the flags of the four conquering 
powers still fly every day, though the Soviet Commander in Chief and his 
Western counterparts have long ceased to attend. In the Kommandatura 
building there is an empty chair at the commandants’ conference table, 
should the Soviet representative ever wish to return. Some organisms, like 
the Air Safety Centre, which controls traffic along the air lanes linking Berlin 
and West Germany, and the Combined Travel Board, which issues permits 
to travel to the West, still function on a four-power basis. The Western 
Powers believe that any change in the legal status quo, such as abolishing the 
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Kommandatura, or allowing Berlin to become de jure a part of the Federal 
Republic as well as de facto, would weaken their right to be there. 

Such a legalistic attitude might seem far divorced from reality, the reality 
of a hopeless strategic position, encircled by nineteen Soviet garrisons of 
400,000 men, and East German military or para-military forces totalling 
nearly one million men. Against these the diminutive British, French and 
American garrisons, of a few thousand men each, make no sense militarily. 
But as long as the Western Powers respect the letter of the Occupation 
Statute in Berlin, the Russians and East Germans (who are at Russia’s beck 
and call) have no excuse for intervention or encroachment in the Western 
Sectors. But if they began to whittle away their legal position in Berlin, there 
is very good reason to believe that the Russians, under constant pressure 
from their satellite, might well decide overnight to hand over control of 
travel documents between West Berlin and West Germany to the D.D.R., 
thus bringing it a step nearer to legal recognition, and to absorbing the whole 
of Berlin in its territory. 

The strange thing is that the Russians themselves have not done away 
entirely with the Four Power Status in East Berlin, and still show some 
respect for the legal forms established fifteen years ago. This adherence to 
the letter, if not the spirit, of international agreements has been observed in 
other parts of the world, and strengthens the Western case for continuing to 
observe forms, even if they have lost any practical meaning. The East Berlin 
members of the o/Askammer, the East German Parliament, for instance, do 
not have the right to vote legislation; and the laws passed by the Vo/Ashammer 
have, pari passu, to be approved by the East Berlin city assembly. The Russians 
have therefore not given their East German satellite carte blanche to incor- 
porate East Berlin fully in East Germany, as they are being continually 
pressed to do. Perhaps they consider that their special position in Berlin is 
worth retaining as a bargaining counter, while it gives them an official excuse 
for maintaining vast garrisons throughout the country. 


Keeping Up the Tension 


| peers West Germans now admit that the problem of Berlin, like the 
problem of reunification, is not a burning one, on a par with the Congo 
or Laos. Positions have become solidified. There can be alarums and excur- 
sions, but not a real emergency over West Berlin, such as would create a 
situation in which a war might break out, for the Russians want that as little 
as the West, or so it would seem now. But to demonstrate how necessary it 
is to solve the “Berlin problem”, and not to perpetuate the state of affairs of 
1945, which is embarrassing to them in high degree, and even more so to the 
East German Government, small carefully controlled crises are engineered 
from time to time. Last autumn, the East Berlin authorities, in defiance of 
the basic right of free circulation between the sectors, instituted controls at 
the boundaries and demanded that West Berliners produce passes issued by 
themselves. The West retaliated by denying to East Germans the right to 
travel to West Germany and allied countries. Now the pass requirement 
appears to have been more or less tacitly dropped, although officially it is 
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still in force—yet another episode in the troubled coexistence of West Berlin | 
with Communism. | 

All this is meant to persuade the Western Powers that Berlin is really a 
“‘millstone around their necks”, and that the world could settle down to a 
quiet life—in Germany at least—if Berlin were somehow or other got rid of. 

Then the “plans” are produced for a “free city”, for an exchange between 

the Western sectors and a strip of East German territory, for a return to the 

status quo ante of 1948 with a “Polish corridor” to the West, for a “U.N. 
territory” or a “Vatican State”—though after the Congo they seem less 
attractive and practicable. The trouble is that none of them affords the solid 
guarantees of the present anomalous and anachronistic system that West 

Berlin, at least, will be allowed to survive, and even if possible to flourish, 

as a part of the free world. Even the small Western garrisons have their rdle 

to play. The West Berliners realize better than anyone that in the event of a 

real crisis, in which the Russians were prepared to take the risk of a war, as 

they did over the blockade, the presence of allied troops, but more especially 

of American ones, even if only a token, would ensure that the West was as ' 
good as its word, and was prepared to’defend its rights in Berlin whatever 
the cost. 

In only one sense can it be argued that there is really a Berlin problem 
independent of that of Germany. It is the problem of the morale, the material 
and psychological well-being of two million people who, for fifteen years 
now, have been living in the threatening shadow of Communism, sustained 
by the hope that some day it may be lifted. 

In fact, as the years go by, the hope recedes. The Berliners are brave 
people, but the tone of conviction, of almost desperate determination, with 
which they say that their city will once again become the capital of a united | 
Germany is, in the opinion of some visitors, less firm than it was a few years 
ago. There is something of deliberate make-believe in it. One feels they are 
anxious to deceive themselves as well as others that the prospect is not really 
so hopeless as it unfortunately appears. Once the Berliners accepted the fact 
that Germany—and their city—was divided for decades to come, something 
might well snap inside them, that will to live, to survive, which defeated the 
blockade of 1948 as much as the air lift. Both in the Federal Republic and in 
West Berlin, people are beginning to realize that time is not working for | 
democracy and freedom in Germany, that Russia seems reconciled to the 
permanent division of the country; that she is not only consolidating her 
hold on East Germany, but regards it as a springboard for bringing the 
whole country eventually within the Communist orbit. That is why the need 
for a solution, not to the Berlin problem, but to the German one, becomes, 
in German eyes, increasingly pressing. 

The population of West Berlin is getting older also with the years, just 
like that of the whole of East Germany. The youth is going to the West in 
seatch of greater opportunities. The brightness and prosperity of the Western 
sectors, in such sharp contrast to the drabness of East Berlin, are only a 
facade hiding a permanent and insoluble economic dilemma. West Berlin is 
not a self-sufficient economic unit. It cannot live save by trade with the 
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Federal Republic, and what is more depends for nearly a third of its total 
revenue on subsidies from the Federal Government. Out of its 2,200,000 
inhabitants, 870,000 depend wholly or in part on public assistance. In a way, 
the help of the Federal Republic, which makes it possible for Berlin to live, 
strengthens the bond between West Germans and their capital, in spite of the 
division of their country. There are, in the final analysis, two ways of looking 
at West Berlin: either as an enclave of freedom defending its life against 
a permanent threat of absorption; or as a vital and vigorous Western outpost 
stretching deep into the heart of the Communist world and keeping alive the 
flame of resistance among 17,000,000 Germans living under an alien system 
and ideology. In that rdle, West Berlin is a possession worth every sacrifice 
by West Germany and the Free World. 
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UNITED KINGDOM 
BLOWING HOT AND COLD 


iy a conscientious attempt to give some coherent if not definitive account 
of what has been happening to the economy in these last few months, this 
writer has been sitting at the feet of the economists and listening to their 
every word. It has been no help. All of them seem to have been taken as much 
by surprise as anybody else that from what looked like a boom, or at any rate | 
a strong recovery, in the first half of 1960, we should have slipped and slipped 
into a recession, or a malaise of some kind. There is no better illustration 
than the motor manufacturing industry. We began 1960 with exciting plans 
for expansion. Every motor manufacturing company of importance was 
talking exuberantly about running up a massive new factory here or there 
and of the scores of millions of pounds that were being committed. So keen 
were the companies to expand that the Government felt strong enough to 
inhibit their plans, by persuading them to go to under-employed areas that 
had no particularly impressive economic arguments to recommend them. If 
ever there was a confident industry to be in, it seemed, then the motor 
industry would be everybody’s obvious choice. But what happened? A year 
that saw the British industry produce more cars than ever before in its history 
ended in December with output at its lowest point since the Suez crisis of 
1956-57 (The Economist is the authority for this), and in the immediately pre- 
ceding months the motor manufacturers and traders, the workers in the 
industry, and the Members of Parliament for the interested constituencies 
were appealing to the Chancellor of the Exchequer and the President of the 
Board of Trade to ease the credit restrictions that had been imposed only in 
April in order to damp down home demand. Meanwhile, the factories were 
putting their men on short time. (It is a point here whether the Government 
might not have been hoping that some of the men would be squeezed out 
into the heavy engineering industry, which needed labour and was con- 
tinuing to do well with exports. But the motor industry, paying wages above 
the odds, was unwilling to lose its skilled labour; and the men seem to have 
been sure of earning as much on a half week in the motor industry as they 
could have expected from a full week elsewhere.) 

The Government left their help for the industry as long as they could. 
Not until January did they announce that hire purchase restrictions would be 
eased to give a modest stimulus to car sales: the period over which instal- 
ments could be paid was extended from two years (fixed 10 months earlier) 
to three years. 

To the uninitiated observer it is very hard to make rhyme or reason of 
much of this; he expects neither the shrewd leaders of a major industry nor 
the Treasury to be blowing hot and cold within the space of a few months. 








The Coming Budéget 
OW we move towards the Budget. When Mr. Heathcoat Amory (now 
Lord Amory) brought in his last Budget a year ago Conservatives felt 
it could be so very grudging only on the theory that he was easing the way 
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for his successor, who turned out to be Mr. Selwyn Lloyd, to make quite a 
splash with Ais first Budget this April. These hopes deferred are already 
blighted. Mr. Lloyd had hardly let the country enter into the promise of the 
new year than he began making warning speeches that inflation had still to 
be guarded against (we have come to know that this means little or no tax 
concessions), that the balance of payments had been thrown awry in 1960 
by imports that rose 14 per cent while exports rose only 6 per cent, and, in 
general, that the outlook might be bleak. One government voice after another 
has been driving home that exports are the key and that Britain is not doing 
anywhere near so well as some other European countries, particularly members 
of the Six. But industry seems to be growing a little weary of ministerial 
exhortations about doing more export business; and the Government have 
been asked to go a little further in the practical business of finding new ways 
in which they can help exporters. An examination is indeed being made at 
the time of writing into measures the Government could take, although it 
seems pretty clear that one of the favourite proposals of industry that ex- 
porters should be given some taxation relief will come to nothing, if only 
because it is quite impossible to trace back to source every contribution to 
an export sale. Some attention has been given to the methods in use in 
Western Germany, whose exporters have been scoring brilliant successes 
with a range of products and in markets where they are in competition with 
Britain. (Incidentally, the excuse of some British industrialists that they have 
to bear social and tax burdens that place them at a disadvantage with the 
Germans in competing for exports has been undermined by recent newspaper 
articles which seem to show that all in all there is no decisive difference 
between the burdens imposed on the two.) 

Much is obviously going to depend this year on what measures the new 
American Administration introduces to jerk the United States economy out 
of its lingering recession. If President Kennedy decides for expansionist 
policies all may be well; if he decides for restrictionist policies, the con- 
sequences for world trade would be grave and the impact would be felt 
heavily in Britain. Mr. Gaitskell, the Opposition leader, who managed an 
early confrontation with Mr. Kennedy and leading members of his Admini- 
stration during January, came home not only profoundly impressed by the 
ability and international grasp of the new leaders of the western world but 
also fairly confident that they would not make the mistake of restrictionism. 


Mr. Lloyd’s Debut 


N the approach march to Budget day there has been the usual lively 

speculation and staking of claims, though this year with a difference. 
Kites have been flown to the effect that the time has come when there should 
be a switch from direct to indirect taxation, but although there is no doubt 
that some sort of Treasury study has been made of the idea it would be sur- 
prising if Mr. Lloyd used his Budget debut to introduce such a radical 
change. The strings of the kites cannot in fact be traced back to the hands of 
the Government themselves, but there is certainly a body of Conservative 
opinion which for some years has been arguing that indirect taxation is more 
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desirable, because it would leave the money in the people’s pocket and make 
them pay up to the Chancellor of the Exchequer in the proportion to which 
they consumed. On the other hand, it would obviously be difficult to decide 
on what goods the sales tax, or whatever the kite-flyers have in mind, should 
fall. Not only the Labour Opposition would be up in arms if some system 
of indirect taxation were adopted whereby the brunt was borne, or seemed 
to be borne, by those sections of the population who spend only on neces- 
sities or near necessities. On the whole, it will be surprising if Mr. Lloyd’s 
methods of raising the wind turn out to differ very much from his pre- 
decessor’s. 

A particular expectation on the Conservative side this year is that at long 
last their Chancellor of the Exchequer will have the courage to raise the point 
at which surtax is paid, and there are even some Labour members who would 
think there was no harm in it. For the last 40 years surtax has begun at £2,000, 
and in that time the value of the pound has painfully shrunk. The conse- 
quence is that surtax can be held to be a real deterrent to that section of the 
community on whose skill, industry and enterprise we all much depend. 
Mr. Woodrow Wyatt, an idiosyncratic Labour member who spans the gulf 
between the proletariat and the aristocracy, has boldly set up a clamour that 
the point of incidence should be raised from {£2,000 to £6,000 to make 
allowance for the changed value of our money, but it may be doubted 
whether he will prosper more with the Chancellor of the Exchequer than 
with some of his critics on his own side. Perhaps £3,000 is possible, perhaps 
a little more, but expectations ought to be kept modest. 

Another Conservative hope is that (again at long last) a Chancellor of the 
Exchequer of their own will decide to relieve owner-occupiers of the burden 
of Schedule A tax, which they pay as the penalty for their prudence in 
buying their own homes. If one is an excessively political animal, there is 
some temptation to think that for expedient reasons Mr. Lloyd may decide 
to leave this concession, which is perhaps inevitable in the long run, until 
another day. In the next two years owner-occupiers are going to have to pay 
up on new rating valuations for their properties, and we may well suspect 
that a concession on Schedule A may be kept in reserve to counterbalance 
the onset of possible higher bills for rates. 

In any case, all the portents are that Mr. Lloyd is not going to be happily 
placed next month for being open-handed. Estimates are up again, especially 
for the social services. In 1957 Mr. Macmillan seemed to be hoping that he 
could prune defence costs, but the bill grows year by year, if not sensationally ; 
and Ministers are making clear that in Cabinet priorities national security 
takes unchallenged first place. There are no big savings to be made in the 
cost of the social services, simply because the annual increase represents the 
natural development of the policies to which the Government are already 
committed. Education is moving up by leaps and bounds towards the 
£1,000 million a year mark, and even that will not be the end. One educa- 
tional advance prepares the way for another, which in turn becomes politically 
irresistible; and it may be doubted whether anything will come of the ideas 
that have been canvassed on the fringe of politics for a system of payment 
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for education, or at least some parts of education. Many Conservatives feel 
that there is scope for economy in the subsidies on school meals and free 
milk for schoolchildren, but these things are politically hard to shed once 
they have been started. There is reason to believe, for instance, that proposals 
for saving on the distribution of State milk or subsidized milk have been 
specifically studied this Estimates season, only to be rejected. 

As the government rank and file see it, there is only one way out of the 
dilemma of rising government expenditure: taxation must be at a fixed pro- 
portion of the gross national product. In this way Britain would cut its coat 
according to its cloth and be prevented from spending beyond its means on 
the expansion of the social services. Nobody doubts that the British people, 
whatever their politics, want better schools, more universities and colleges, 
more hospitals, more motorways, and all the rest, but somehow they have 
to be made to understand at all levels that these boons have to be earned year 
by year by increased productivity and by higher export earnings. Ministers 
have a slogan for it: “The world does not owe us a living.” Everybody is 


weary of hearing the words, but for all their triteness they hold the key to 
Britain’s destiny. 


Press and Parliament 


HE concentration of newspaper ownership and the accompanying extinc- 

tion of newspapers that have fallen behind in the race for circulation and 
therefore failed in the struggle for enough advertising revenue cannot be said 
to create entirely new problems, for the British press has always been canni- 
balistic. But recent events have made the trends in the British press an 
important political issue. First, the Liberals lost their only national popular 
newspaper, and its associated London evening newspaper, when the News- 
Chronicle was swallowed by the Daily Mail and the Star by the Evening News. 
The Cadbury family could no longer afford to lose money on them, and Lord 
Rothermere and his board were prepared to pay for a take-over of circulation. 
Secondly, out of the blue broke the news that the great publishing empire of 
Odhams, which prints Labour’s Daily Herald, had approached the Canadian 
financial magnate, Mr. Roy Thomson, with a defensive proposal for a merger 
of their vast publishing interests. Against whom were Odhams anxious to 
defend themselves ? The secret was soon out. Mr. Cecil Harmsworth King, 
of the Daily Mirror, had apparently been nibbling at the large number of 
small shareholders that made Odhams, for all its wealth and strength, pecu- 
liarly vulnerable to a take-over bid. Mr. King was forced by the Thomson- 
Odhams merger proposal to come out into the open. He announced his 
resolve to capture Odhams lock, stock and barrel. 

It happened that the political Left had a particular interest in the newspapers 
involved, and both Labour and Liberal voices were raised in the Commons in 
December in a demand for an inquiry into the Press, on the lines of the 
Royal Commission of 11 years ago, with the death of the News-Chronicle 
particularly in mind. A private member’s motion was indeed carried without 
a division asking the Government to set up an inquiry, although the Govern- 
ment quickly let it be known that they did not consider themselves bound to 
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act on such a decision. But in January, when Odhams were caught in the 
financial vortex of merger proposals and a take-over bid, the Government 
had to change their tune. Questions renewing the demand for an inquiry 
into the press were tabled for the Prime Minister, and in preparation for 
them Mr. Butler, the Leader of the House, and the Attorney General made 
a thorough examination of the powers the Government might possess to 
intervene to prevent a monopoly in any part of the press. So faras newspapers 
were concerned the powers were found to be non-existent, simply because 
nobody could show that there is anything like a newspaper monopoly yet; 
but in the magazine section of the industry it seemed likely that the existing 
powers against monopoly might be valid. If the Daily Mirror bid for Odhams 
succeeded, nearly all the mass-selling magazines in Britain would be con- 
centrated in the hands of one company. At first Mr. Macmillan hoped that 
the newspaper industry, managements and men, would take the hint of 
The Times in a leading article and conduct their own inquiry into the econo- 
mic forces of many kinds that are now powerfully at work. No one familiar 
with the Newspaper Press Association and the print unions could nurse 
lively hopes that anything would come of this, in spite of the Prime Minister’s 
beckoning finger. In the end Mr. Macmillan, whose personal determination 
to show his uneasiness about the destiny of Britain’s free Press was always 
plain to see, came before the Commons again to announce the appointment 
of a Government inquiry. In addition, the Government asked the Jenkins 
Committee on Company Law to consider a suggestion that take-over bids 
should be conditional on an immediate financial consideration. (The point 
is that some of the take-over bids in recent years have been wholly or largely 
based on exchanges of shares, whereby, of course, a successful bidder may 
get control of an absorbed company’s reserves to use for the next take-over. 
A cash deal would impose some restraint.) 

This is the most sensible contribution so far made to the discussion of the 
plight of the British press. Few of those engaged in the industry doubt that 
newspapers and magazines pay too much for their newsprint and paper; that 
the industry has a bad habit of restrictive practices, which (apparently with 
the ready connivance of managements) prevents the introduction of new 
machinery and new methods and maintains the level of the labour force 
when there is less work to do; that advertisers and advertising agencies 
worship circulation figures to the point of absurdity; and that newspapers 
and magazines are sold at too low a price. None of these are questions 
appropriate for government action. 

But Mr. Macmillan undoubtedly has a cogent point when he argues that 
the position of a free press in a free society is not precisely what it was even 
20 or 30 years ago. Wireless and television have provided new channels for 
the dissemination of information and opinion; and many public men who do 
not approve of much in British television are prompt to admit that, because 
of the rules or conventions of political and religious balance, the British 
Broadcasting Corporation and the commercial television companies give a 
fairer and less distorted hearing to important issues of public controversy 
than some sections of the press. When a Minister or an Opposition leader 
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may appear himself on the television screens in twenty million homes to 
speak for himself and be seen for what he is, need he worry so much that the 
newspapers do him less than justice or assault him in their leader columns ? 
It not rarely happens these days that television provides a corrective to the 
newspapers; and there is no doubt that public men have for some time been 
setting a lower value on popular newsapers and giving privileged treatment 
to the cameras. There was one unhappy occasion when Mr. Macmillan him- 
self, returning from one of his missions abroad, allowed himself to be inter- 
viewed for television but refused to answer a single question for the news- 
papermen, who stood by appalled (as usual) at the ineptitude and triviality 
of the questions that the television men were framing for the Prime Minister. 
Precautions have been taken against any further affront of that kind, and 
Ministers are now bidden to be equal in their distribution of favours to press 
and television. But the significance of the incident was unmistakable. Mr. 
Macmillan thought, perhaps, he had a choice between a self-portrait and a 
caricature, and chose the self-portrait. There is not a leading politician in 


Britain today who does not make the same choice whenever he gets the 
chance. 


Confusion Confounded 


OWARDS the end of February a sub-committee of Labour leaders, 

drawn in equal numbers from the national executive committee, the 
Parliamentary Party, and the general council of the Trade Union Congress, 
emerged with a draft set of new principles on foreign policy and defence. 
This exercise was made necessary by the rejection of the official policy (multi- 
lateral disarmament and loyal membership of existing alliances) at the party’s 
annual conference last October, and the demand of the triumphant unilateralists 
and neutralists that Mr. Gaitskell and the Parliamentary Party should be 
bound by conference decisions. The draft has been endorsed by all three 
parent bodies, although it had to compete with two other drafts—one pro- 
duced by Mr. Richard Crossman, this year’s party chairman, the other 
produced by Mr. Frank Cousins, who casts a million conference votes in the 
name of the Transport and General Workers’ Union. 

Throughout the summer and into the autumn, when the Labour Party 
conference will take place in Blackpool, these three documents will be at 
issue, for nothing is more certain than that the minority in the leadership, 
now that they have once won a majority at the mass conference, are in no 
mood to let Mr. Gaitskell and his loyalist lieutenants have their way. In 
short, the new official draft looks like standing no better chance at the con- 
ferences than the document which was published last June only to be 
rejected in October. Nor is this surprising, for the new draft makes no con- 
cessions at all to the unilateralists and no very important concession to Mr. 
Gaitskell’s personal opponents who during the last year have been in odd 
alliance with the unilateralists. The document is more skilfully, less windily, 
and less provocatively presented, but fundamentally it makes only two 
changes. First, it proposes the principle that NATO should not use tactical 





172 UNITED KINGDOM 


nuclear weapons first, thus extending this bar beyond strategic nuclear 
weapons. Secondly, it accepts the principle that there should be allied bases 
in Britain with the new qualification that Britain “must remain free to decide 
according to the circumstances of the case whether or not any particular 
project should be accepted and under what conditions’’. (This is obviously 
phrased to placate the considerable body of Labour opinion which is protest- 
ing against the new Polaris submarine base of the United States Navy in the 
Clyde.) 

Undoubtedly there will be a strong challenge from Mr. Crossman’s alterna- 
tive draft, whose supporters quite frankly say that its proposed complete 
reliance on conventional arms in Europe means the reintroduction of con- 
scription. Ironists have been delighted to see that Labour pacifists, neutralists, 
and unilateralists rushed in to support a plan that would mean (as Mr. 
Gaitskell warns them) that Labour would be the only British political party 
demanding the return of conscript military service, which a Conservative 
Government brought to an end. The fact illustrates what nobody doubts— 
that defence policy is the occasion for Labour’s destructive internal dispute, 
but it is not the whole story. For many, Mr. Gaitskell and his leading asso- 
ciates are the main target and will continue to be. 


Great Britain, 
February 1961. 


NORTHERN IRELAND 


HE wilful murder of a young police constable on January 27 has ended 

the hope that Ireland has seen the last of another chapter of violence. 
Returning at midnight from visiting a woman friend in Co. Monaghan the 
constable, wearing a civilian coat over his uniform, was overpowered by 
terrorists as he re-crossed the border at Roslea, Co. Fermanagh, where he was 
stationed. His body was found 50 yards from the scene of his capture: he had 
been killed by one bullet wound from a rifle and nine from a sub-machine gun 
fired at short range. Responsibility was immediately taken by the Irish 
Republican Army in a statement from Dublin that the constable had been 
“engaged on espionage missions into the twenty-six counties under cover of 
social activities” and had been shot “by Irish resistance fighters”. The charge 
of spying was quickly refuted by the Royal Ulster Constabulary. 

The brutality of the crime evoked in both parts of the country a horror 
deeper than any experienced since the I.R.A. reopened its campaign against 
Northern Ireland in 1956. It was recognized as distinct from attacks on 
police stations and key points, which the terrorists have sought to justify as 
military operations, and by following so closely the pattern of the excesses 
of the “Troubles” of the 1920’s it gave rise to grave fears of a return of 
lawlessness in its worst form. It would seem that this extreme danger was 
apprehended by the Prime Minister of the Irish Republic, Mr. Lemass, who 
at once denounced the murder in terms which left no doubt of his abhor- 
rence. He said : “The shame that its perpetrators have brought on our country 
will not quickly be removed. I urge all Irishmen who value the good name 
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of our country to do everything within their power to prevent any possi- 
bility of the repetition of this foul deed and to bring its perpetrators to 
justice.” The crime was also condemned by the Roman Catholic Archbishop 
of Armagh, Cardinal D’ Alton, and by the Roman Catholic Bishops of Clogher 
and Galway. 

In Northern Ireland public reaction has been bitter but controlled. Within 
the past few months, in the absence of incidents on the border, the Govern- 
ment had begun to relax security, and had released all but 25 of the 160 men 
who had been held in internment, some for four years. There were thus grow- 
ing expectations that peace had been restored. These have now been falsified, 
and even if conflict between the Protestant and Roman Catholic communities 
continues to be avoided, as it happily was throughout the emergency, the 
damage to relations between them is palpable. The constable is the fifth 
policeman to lose his life at the hands of the terrorists, but it is the cold- 
blooded manner of his death that will brood over Irish politics for a long 
time to come, and stiffen the attitudes of the all too numerous Protestants 
who are opposed to any concession to their Roman Catholic neighbours. 

To the Government of the Irish Republic the I.R.A.’s resort to murder of 
this kind clearly presents a renewed challenge. It was Mr. Lemass’s belief that 
the organization “could be killed by making its futility obvious rather than 
by making martyrs of it’, and at the time this was expressed he could claim 
with some reason that this policy had been successful. In the North it is now 
being accepted that the movement is either making a desperate last throw 
or is resolved to take on a greater ferocity, and that the Republic will be 
called upon to test public opinion by ordering stronger measures than those 
open to the Government under the Offences Against the State Act. The 
Prime Minister, Lord Brookeborough, in a dry remark on Mr. Lemass’s 
condemnation, said it was welcome but that action against the LR.A. 
would be more effective. It is fair to note that for some time the security 
measures imposed by the Civic Guards on the border have been strict, 
and that a limited co-operation with the Royal Ulster Constabulary has 
lately been made possible. It is a mark of the gravity of the situation that 
groups of armed men have been able to evade the police network on both 
sides, and that, despite such close attention, they have taken the greater risks 
of assassination where previously their attacks were not upon individuals. 

On January 31 Mr. Lemass was to have visited the Queen’s University of 
Belfast at the invitation of a student body to speak on the desirability of 
economic co-operation between North and South. In view of the circum- 
stances of the constable’s murder, however, the Vice-Chancellor suggested 
to the students that the meeting should be postponed, and in this decision 
Mr. Lemass acquiesced. He would have been the first Prime Minister of the 
Irish Republic to speak in Northern Ireland. To the overtures on trade, Lord 
Brookeborough had, at the University on December 5, given another nega- 
tive answer. He said: 


In an age when trade liberalization is making great strides in Western Europe 
it may seem to some that in resisting Mr. Lemass’s proposals we are adopting a 
parish pump attitude. It is true that in the great trading combinations which have 
N 
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sprung up in Europe, ancient and bitter enemies have come together in co- 
operation, but in none of these countries is there one which has designs on the 
territory of another. In none will co-operation be the first step towards political 
obliteration. It is this objective behind Mr. Lemass’s proposals which is bound 
to deaden any response on our part to economic co-operation. Whatever gain 
there might be would have to be set against the real damage that would be done 
to our position within the United Kingdom, and I am certain that, quite apart 
from the strong ties of sentiment and loyalty which bind us to Great Britain, 
it is in our own best economic interest to remain as we are. 

It may be safely concluded from this statement, and the subsequent tragedy, 
that the prospect of closer relations between Northern Ireland and the Irish 
Republic is still remote, and that the efforts of Mr. Lemass to promote friend- 
ship will not be reciprocated so long as the Republic in its constitution lays 
claim to sovereignty over the whole of Ireland. 


Economic Troubles 


HE last issue of THE RounD Taste discussed Northern Ireland’s worsen- 

ing economic position, and the case for further measures to match the 
problem. It has since become known that the Government in Belfast has 
made both long- and short-term proposals to the British Government, and 
that these are ready for study at ministerial level. The nature of the proposals 
has not yet been reported to Parliament. There will be disappointment, how- 
ever, if ‘they do not deal comprehensively with the needs of the next ten 
years, particularly the growth of the working population. For the moment 
the heavy unemployment foreseen this year (it already stands at 9-1 per cent) 
has brought visits to Northern Ireland by the Ministers of Transport and 
Aviation, and the President of the Board of Trade will follow them in March. 
From these contacts immediate remedies are not to be expected, although 
Mr. Thorneycroft was pressed to give assurances for the security of Short 
Brothers and Harland, the Belfast aircraft firm in which his Ministry is the 
largest shareholder. In January the Minister confirmed an order for ten 
freighter aircraft of the Britannic type (now renamed Belfast) for the R.A.F. 
Transport Command, but he has thrown doubt on the future of the design 
team by delaying contracts for further research on Short Brothers’ vertical 
take-off and landing aircraft S.C. 1, an aircraft said to have given Britain a 
lead over the world in this important aeronautical advance. At home, the 
Ministry of Commerce with the Development Council elicited facts on cross- 
channel shipping costs and methods, which are to be made the basis of an 
inquiry by a committee appointed by Mr. Marples. Industry undertook its 
own investigation of the transport factor through the National Union of 
Manufacturers. The Minister of Commerce, Lord Glentoran, under con- 
tinuous fire in the House of Commons, ordered an inquiry into the coal 
trade and its profits. The case for this, long resisted by the Government, 
became undeniable when the National Coal Board, after maintaining for 
many years that coal could not be supplied to Northern Ireland from pits 
nearer to the Mersey, conceded the point and enabled transport charges to 
be reduced by tos. a ton. As a further interim step in the review of economic 
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policy the Government has asked the Development Council under Lord 
Chandos, hitherto chiefly an agency to publicize the advantages of Northern 
Ireland as a location for new industry, to advise on specific industrial prob- 
lems. Used in this way the Council will share more of the responsibilities of 
the overworked and under-advised Ministry of Commerce, whose industrial 
development branches may yet have to be separated to form a new ministry. 

Significantly, Sir Francis Evans, lately British Ambassador to the Argen- 
tine, and now vice-chairman of the Development Council, has said that the 
problem of overcoming unemployment is one of longer duration and greater 
difficulty than seemed to be the case in 1955. In a few words he has, perhaps, 
said more than the members of the Government, who are disposed to speak 
more of what has been done and less of what remains to be done before the 
level of employment approaches that in Great Britain. On this general propo- 
sition Mr. C. F. Carter, Professor of Political Economy at Manchester, has 
thrown grave doubts. The Constitution, in his view, is an economic failure 
and in order to achieve parity must be reformed, either by a return to West- 
minster or by the grant of fiscal independence. It is premature, however, 
to make judgments of this kind. 

In his speech at Queen’s University on December 5, the Prime Minister 
said there was nothing in the Constitution of the Unionist Party to prevent 
anyone from becoming a member, provided he was prepared to accept the 
position of Northern Ireland within the United Kingdom. This was a much- 
delayed pronouncement on the issue whether Roman Catholics can be 
accepted.* This reading of the party’s rules will, at the same time, remain 
academic until a point is reached at which it will be made an open invitation. 
At least the party has drawn back from the decision, urged on it by the 
Orange Order, to become wholly sectarian in character; only a greatly 
altered climate of opinion will bring about a readiness to seek a still wider 


support for the Constitution and for Conservative policy from members of 
the Catholic community. 


Northern Ireland, 
February 1961. 


* See THE Rounp Tasie, No. 198, March 1960, p. 183. 
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IRELAND 
MR. LEMASS MAKES GOOD 


to most important political development here during 1960 has been 
the emergence of our new Taoiseach (Prime Minister), Mr. Sean Lemass, 
as a national leader in his own right. The fears entertained by many people 
that Mr. de Valera in his new position as President would continue to func- 
tion as a “back seat driver” of the political band waggon happily have proved 
groundless. Immured in Arus an Uachtaran (the former Viceregal Lodge) 
his principal occupation now consists in receiving Ambassadors, clerical 
dignitaries and suchlike V.I.P.s. Apart from adjurations to speak Irish his 
public pronouncements have been few. Proof that he no longer exercises 
any effective influence is provided by the fact that his pet policies have been 
quietly shelved by his successor. Mr. Lemass thus dominates the political 
scene and his adventurous, energetic mind has provided the national stimulus 
we so sadly need. He has with complete success carried out the difficult and 
dangerous tactical operation of changing front without interference. 

The proofs of this change are abundant and clear. The revival of the 
virtually moribund Irish language has been side-tracked by the classic method 
of appointing a large and heterogeneous commission of ardent Gaels, who 
will possibly not even agree about its pronunciation, to ascertain how this 
retrograde objective can be achieved. Mr. Lemass has also informed our 
parvenu industrial magnates of modern origin that the tariffs under which 
they flourished cannot long continue and that they must now earn their living 
by exporting their products to a cruel and highly competitive world. More- 
over he has made it clear, by his recent unsuccessful but courageous effort 
to secure our re-admission into the full economic life of the United Kingdom, 
that he recognizes the fundamental economic unity of these islands, now 
more than ever manifest. In addition his Government has almost completely 
reversed the former obscurantist policy of seeking to exclude foreign enter- 
prise and capital and has embarked on a far-reaching scheme of industrial 
development which is already bearing fruit. Finally he has outlined a policy 
of constructive concilation towards Northern Ireland which, while it is 
unlikely to have any immediate results, is at least rational and Christian, and 
he has abandoned Mr. de Valera’s policy of “cagy” neutrality. Although Mr. 
Lemass does not think it necessary or desirable for us to join NATO, he has, 
by sending Irish troops to the Congo, shown that we can no longer remain 
aloof from world events.* 








The Congo Force 
HE Irish troops have unfortunately been the first part of the U.N. force 
to suffer casualties in this laudable attempt to preserve peace. On Novem- 
ber 8 an Irish patrol of eleven men was ambushed by Baluba tribesmen near 
* See THE RounD TABLE, No. 201, Dec. 1960, pp. 66 ff. 
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Niemba in northern Katanga and nine of its members were killed. Sub- 
sequent reports disclosed that the Irish force was overwhelmed by superior 
numbers and attacked with spears in a manner more reminiscent of the Zulu 
War than of modern warfare. The Irish seem to have suffered casualties 
largely because, in accordance with their instructions, they held their fire 
until it was too late. Amidst national mourning the dead soldiers were 
accorded a military funeral and burial at Glasnevin National Cemetery, while 
generous financial provision has been made for their dependants. The period 
of duty for which the two Irish battalions at present in the Congo volunteered 
has now expired and they have been replaced by another battalion. The 
Government have also introduced legislation giving them permanent power 
to furnish contingents to any international force created by U.N. for the 
performance of police duty. During the debate on this measure, Mr. Lemass 
said that in his Government’s view it was not only our moral duty but in our 
national interest to support the growth of the influence and power of the 
U.N. and to be prepared to contribute from our resources to any action it 
might take to maintain peace. Irish forces, he said, would be sent to the 
Congo on two conditions, first that U.N. intervention with European troops 
was still necessary and second that their present objective was not altered. 
That the Government believes these conditions to be fulfilled is proved by 
their sending a third battalion, with increased fire power, to replace the 
previous ones, and by permitting Lieutenant-General Sean McKeown, the 
Army chief of staff, to accept the appointment of General Officer Command- 
ing the U.N. forces in the Congo. Lieutenant-General McKeown, who is 
fifty years of age, is a competent professional soldier without any political 
record. He has now taken over from Major-General von Horn of Sweden. 
While serving as commander of the U.N. force he will act on the direction 
of the Secretary General of the U.N. and will have no responsibility to the 
Irish Government for the performance of his duties. The appointment is for 
one year from January 1. Lieutenant-General McKeown will have to deal 
with a situation of great difficulty in the Congo, owing to the imminent 
danger of civil war and the failure of the U.N. to issue directions as regards 
future policy. 


Political Problems 


EANTIME Mr. Aiken, the Minister for External Affairs, has suc- 

ceeded in obtaining an endorsement by the U.N. Assembly of the 
Irish resolution demanding that the “nuclear club” should be confined to its 
present membership, whatever this pious expression of opinion may be 
worth. He also supported the omnibus anti-colonial resolution put forward 
by the Afro-Asian group proclaiming the right of self determination of a// 
peoples, the freedom of a// dependent peoples, and the end of colonialism in 
all its manifestations. This exercise in hysterical verbiage quite ignores the 
terrible example of the Congo situation, which proves conclusively that not 
all dependent peoples are fit for freedom, and, indeed, that it may well prove 
their undoing. The Irish Government has also decided to enlarge our inter- 
national contacts by joining UNESCO, the International Development 
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Association, an affiliate body of the World Bank, and OECD which is the 
new economic body formed to succeed OQEEC. 

On the home front the principal political events have been the Ard Fheis, 
or annual convention, of Fianna Fail, the Government party, and the debate 
on the nationalization of the flour milling industry. At the Fianna Fail con- 
vention Mr. Lemass informed his flattered followers that the main difference 
between them and the Fine Gael Party led by Mr. Dillon was that their 
approach to national development was essentially dynamic and positive while 
that of Fine Gael was fundamentally conservative and negative. As regards 
Partition, while wisely holding out no hope of an immediate solution, he 
said they hoped to secure eventually a united Ireland, so that the Irish people 
by understanding and agreement might solve the national problems together; 
and he insisted that the South would never seek economic advantage at the 
expense of the North. He also announced that a general election would take 
place before March 1962. It seems likely that this re-assessment of political 
opinion will take place this autumn, and all parties are preparing for the fray. 
Negotiations are said to be on foot between the Labour Party and the frag- 
ments of political opinion represented by Mr. Sean MacBride’s one-deputy 
party Clann na Poblacht (which really represents no one) and Clann na 
Talmhan which represents the small farmers of the West, with a view to 
agreement on a common policy. Mr. James Dillon, T.D., the leader of Fine 
Gael, has also announced that his party will nominate a majority of candidates 
in every constituency and that they hope to obtain a clear majority in the 
next parliament. In fact his programme only differs in details from that of 
Fianna Fail, but he promises to repeal the remnants of the Control of Manu- 
factures Acts which were originally designed by Mr. Lemass to exclude 
foreign capital and experience. Mr. Lemass may, indeed, reply to Mr. Dillon’s 
boasts in the historic words of Charles II: ““My dear Jamie, they will never 
kill me to make you king.” The truth which none of our politicians will face 
is that this little country cannot afford the luxury of party government on 
the English pattern, and that even our united efforts will be hard put to 
ensure prosperity unless we are prepared to recognize economic realities. 

In other respects also Mr. Dillon has shown little sense of political respon- 
sibility. For instance, in the debate on the nationalization of the flour milling 
industry he supported the demands of that embittered person Dr. Noel 
Browne, T.D., who is a quasi-Socialist, and Mr. James Larkin of the Labour 
Party, that the production and distribution of flour should be taken over by 
the State. The case made by these strange bed-fellows was that the existing 
flour millers, who also own some bakeries, are inefficient because the cost of 
the 2 lb. loaf has risen by 191 per cent since 1939; that they have failed to give 
the farmer a secure market; that they want to control the wheat acreage of 
individual farmers; that nationalization would ensure protection for the 
workers’ rights; and that the industry enjoys excessive and guaranteed profits. 
To these criticisms the millers with some justice reply that since 1939 the 
cost of wheat (their raw material) has risen by 450 per cent, wages by 300 per 
cent, and other costs in proportion; that owing to disastrous harvests in 
both 1958 and 1960 they agreed to buy the native wheat crop although most 
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of it was unmillable, thus incurring a loss of some £5 million, which was 
borne by the consumer and the industry, not by the farmer; that they have 
made no claim to control the farmer’s acreage; that their wage rates compare 
favourably with those of every other industry and that they have introduced 
a five-day week, operate a non-contributory pension scheme for many of 
their workers, and provide compensation or pensions in cases of displace- 
ment or redundancy; and finally that their profits are not guaranteed and are 
not excessive. In the three years since 1957 (when control and subsidies 
ceased) the average profits of the entire milling industry only amounted to 
7 per cent on the capital employed before providing for taxation and de- 
preciation, thus leaving them with a net profit far below those of other 
industries. Our politicians, with the results of nationalization in Great Britain 
staring them in the face, resemble the Bourbons in their capacity for learning 
nothing. The parlous plight of the Irish milling industry is primarily due to 
the policy initiated by Mr. de Valera of compelling the millers to use a large 
amount of inferior Irish wheat costing, in the cereal year 1959-60, {10 or 
£12 more per ton than the foreign wheat which had eventually to be used to 
replace it. For this purpose they have had to incur heavy capital expenditure 
in erecting drying plants and stores which cannot now be written off without 
serious loss. At present the normal profit margin of bakers and millers com- 
bined out of a 2 lb. loaf is less than 3d. Mr. Lynch, the Minister for Industry 
and Commerce, on behalf of the Government refused to accept Dr. Browne’s 
motion, which was defeated. He pointed out that no mention had been made 
of compensation to the millers and bakers and that this would amount to at 
least {14 million, of which half would be paid to the milling industry only. 
To meet the interest charges involved in this operation the cost of bread 
would have to be increased. Moreover the elimination of the existing excess 
milling capacity by nationalization of the industry would mean that about 
2,500 workers would lose their jobs. In short, nationalization would not 


improve the position of the consumer or worker but would almost certainly 
have the opposite effect. 


Economic Prospects and Projects 


CONOMIC prospects and projects reflect the results of the progressive 
policy now being pursued by Mr. Lemass. As regards external trade it 
seems likely that after allowing for invisible exports 1960 will show a surplus 
of a few millions. This excellent position is entirely due to the decrease in 
agricultural imports and the increase in agricultural exports amounting 
together to {£14 million. Industrial production should also show a rise of 
about 7 per cent while agricultural income, in spite of the disastrous harvest, 
ought to increase by about £3 million. This should result in a rise of at least 
4 per cent in the gross national product. But the amount of this product 
invested is only about 15 per cent as compared with 20 per cent in other 
European countries. We have, therefore, a lot of leeway to make up. 
As regards our national finances, revenue for the first nine months of 1960 
is up by nearly £3 million, which is partly due to the operation of PAYE, 
but expenditure is also up by over £9 million for the same period, and the 
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national debt, which costs £24 million per annum for service, now stands at 
£445 million. Exports have, however, risen by £18 million in 34 years. While 
visitors to the Republic during 1960, in spite of bad weather and shipping 
strikes, spent about £5 million more than in 1959, Our emigrants to Great 
Britain alone increased by 6,000, and although since 1926 industrial employ- 
ment, as the result of protective measures, has increased by 90,000, in the 
last eight years total employment has fallen by 108,000. The lack of enough | 
suitable accommodation during the peak period of the year is still the bottle- 
neck of the tourist industry. The annual report on the Programme of Econo- | 
mic Reconstruction shows that in 1959 our national product increased by 
3 per cent, as compared with the 2 per cent originally forecast by the Pro- 
gramme, and that there was progress in all fields during the first half of 1960. 
Further public capital expenditure amounting in all to about £50 million a 
year is contemplated, the largest single increase being the sum of £6 million 
allocated for the purchase of aircraft. 

We may look forward to further economic progress in 1961, and it seems 
likely that the national income may rise during this year by some 3 per cent, 
but owing to the certain increase in cereal imports because of the bad harvest, 
and also of industrial machinery, and consumer goods for manufacturing 
purposes, there is likely to be a small deficit in the balance of payments. 
Speaking in Dublin on October 25 Mr. Lemass said that there were four 
outstanding factors in our present economic situation. First, the oppor- 
tunity now clearly open of achieving a major break-through on the industrial 
front; secondly, the adaptation of our agricultural technique to new condi- 
tions and changing circumstances; thirdly, the very satisfactory increase in 
our exports, which had eliminated the danger of a deficiency in our external 
payments; and fourthly, the fall in unemployment, but with emigration 
persisting at a high level. The emigration rate was, he said, evidence 
of the dimensions of the problems still to be solved. There was, he 
said, a long upward climb in front of us before we attained a plateau of 
security where we could afford to rest. As Mr. Garret Fitzgerald, one of 
our leading economists, recently pointed out, we need fair prices in 
Britain for our agricultural produce, and free access to Europe. A European 
Customs Union containing Great Britain and Ireland would give us both. 
He did not, however, point out that owing to the short-sighted policy of 
Great Britain in refusing to join the Common Market such a Union is now 
hardly possible. 

In the meantime the new policy of encouraging the importation of foreign 
capital and enterprise is yielding good results. Thirty-five new factories are 
in process of construction or planning, the capital involved being approxi- 
mately £12} million. The initial employment afforded by these enterprises, 
mostly of foreign origin, will be 3,500 ultimately rising to 5,500. But we require 
increased annual employment of approximately 15,000 to halt the decline of 
population. Therearealso199 other foreign industrial projects under considera- | 
tion by the efficient Industrial Development Authority. These new ventures 
have, however, to face certain serious difficulties, notably the lack of trained 
personnel and industrial tradition; the ignorance and impatience of foreign 
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management when dealing with Irish labour conditions and Irish character; 
and, most serious of all, the established habit of emigration amongst our 
young workers who, as soon as they are properly trained at considerable 
trouble and expense, leave for England or America. 

Amongst other national developments must be mentioned a 10-day strike 
of the Dublin newspaper printers which injured only themselves and their 
employers; the appointment of Mr. E. J. Roth, an American expert, as 
Director of Radio Eireann, recently created an independent organiza- 
tion, which controls sound broadcasting and will be responsible for the 
television service now being established; and the inauguration of a Trans- 
atlantic service by Aer Lingus, whose new Boeing jet plane “Padraig” 
has already broken the Atlantic speed record. But as Dr. Juan Green, the 
President of the National Farmers Association, has recently pointed out, the 
most potent factor in our economic position is our external diplomatic and 
trading policy. It would, he said, be a great tragedy if some more equitable 
formula could not be devised to give greater recognition to the almost 
absolute interdependence of the economies of the United Kingdom and 
Ireland. He might have added with truth that until this recognition is secured 
our economy cannot reach the point of “take off” to real development. 


Two Visits 


WO recent visits have, each in its own way, made some contribution 

towards this desirable end. The private visit of Princess Margaret and her 
husband to his Irish relatives, which was only marred by the bad manners 
and worse conduct of an uncivilized horde of British journalists, proved that 
the ordinary people of Ireland know how to conduct themselves properly. 
The quiet, dignified, and kindly welcome which they extended to the Princess 
showed that they do not share the inferiority complex of our extremist 
politicians. Another visit, which did not attract so much public attention, 
but was of more importance from an Irish point of view, was that of Alder- 
man Robin Kinahan, the Lord Mayor of Belfast, to Cork. Made on the 
invitation of the Lord Mayor of Cork, Alderman Stephen Barrett, and quite 
devoid of any political intent, it nevertheless helped to re-establish what the 
Cork Examiner aptly called “‘a community of friendship” between North and 
South, a community which all right-thinking people on both sides of the 
Border now recognize to be the only sane solution of our differences. By his 
charm, dignity, and friendly words the Lord Mayor of Belfast made a notable 
contribution to that end, and evoked from the people of Cork a warm- 
hearted response. 

If for the moment the brutal murder of Constable Anderson by the I.R.A., 
which was committed since this article was written and is referred to in 
more detail elsewhere,* has halted these manifestations of good will, the 
universal horror it has aroused throughout Ireland must eventually rein- 
force and enlarge them. 

Ireland, 

February 1961. 
* See pp. 173-4. 





INDIA 
THE ROYAL TOUR 


ROM mid-January the Queen’s visit has dominated the Indian scene. 

Fifty years have elapsed since the great Delhi durbar of 1911 over which 
King George V presided as Emperor of India. His grand-daughter visits our 
republican shores as Head of the Commonwealth and in that capacity the 
welcome accorded her has been respectful, warm and friendly. 

Perhaps in no other country within the Commonwealth is there so deep 
an awareness of the change in the character and functions of royalty, for 
India’s maharajas and princes were among the first casualties of independence 
though some serve the republic in various capacities and others precariously 
maintain their ceremonial status. But by and large the princes have vanished 
from the Indian scene, even if in this writer’s opinion the services of a good 
number of them might have been mofe widely and usefully utilized as gover- 
nors and ambassadors. 

Symbolism and pageantry have always influenced the Indian imagination 
and mind, and they survive even in the austere era of independence. Perhaps 
to the intelligentsia the spectacle of the Queen of England visiting India not 
as Empress but as Head of the Commonwealth presented a split image not 
easily reconcilable. But by the vast mass of people as also by the less asser- 
tively political sections of the intelligentsia Queen Elizabeth was welcomed 
warmly as a personable young woman whose dual status as Queen of Eng- 
land and Head of the Commonwealth entitled her to special regard and 
respect. 

Among more thoughtful Indians there is also awareness of the fact that 
royalty itself is conscious of its altered status and is anxious to adjust itself 
to the times. In a sense the Queen’s task was more delicate than that of her 
hosts, and that she accomplished it superbly is acknowledged. To relax is 
a rare royal attribute, but India no less than Britain recognizes that the Queen 
has adjusted herself admirably to the new niceties of the day. Here also the 
Duke has been of inestimable help, and to many in India the spectacle of this 
youthful couple revived memories of the Duke’s uncle who as the last British 
Viceroy and Governor General found in his wife an invaluable help-mate. 





Relations with China 


LT pee comment and some disquiet have been aroused by the news that 
Pakistan intends discussing its boundary problems with Peking. Since 
these can relate only to Kashmir and Ladakh the Indian reaction is under- 
standable. It is no secret that Peking has steadfastly refused to discuss with 
India’s cartographic team the Kashmir boundary as also those of Bhutan 
and Sikkim, though Mr. Chou En-lai during his last infructuous visit to 
Delhi gave the impression that he conceded India’s especial interest in the 
two latter territories. 
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Peking’s attitude to the Kashmir problem has, however, remained con- 
sistently equivocal; unlike Russia’s, Mr. Khruschev having roundly pro- 
claimed that Kashmir belongs to India. Whatever the rights and wrongs of 
the Kashmir business Peking’s attempt to inveigle Pakistan, after having 
obtained Burmese compliance to a map showing certain territories claimed 
by India as belonging to China, is seen here as part of a concerted move to 
isolate India from her Asian neighbours. 

The Chinese Communist Party has also soundly berated the Communist 
Party of India, divided on the Sino-Indian dispute, for its “‘anti-socialist” 
stand. The rebuke is conveyed in a letter to Ajoy Ghosh, General Secretary 
of the C.P.I., whichis rent into two factions—“‘nationalist” and “‘internation- 
alist’’, with the former momentarily in the ascendant. As the general elections 
approach, the “nationalist” wing of the C.P.I. is attempting to consolidate 
its position but the strongly pro-Chinese West Bengal group is reportedly 
preparing for a party showdown. 

One development, following Peking’s approach to Pakistan, is the 
strengthening of India’s relations with Moscow so as to secure a balance of 
power within the main communist camp. The retiring Indian ambassador to 
the U.S.S.R., Mr. K. P. S. Menon, who has been in Moscow for some seven 
years, will be replaced by Mr. S. Dutt, the present Foreign Secretary, who 


was formerly ambassador to Bonn. Mr. Dutt is expected to take up his 
appointment in April. 


A Coup in Nepal 


VENTS in neighbouring Nepal, with the King summarily dismissing the 

Koirala Government and detaining Mr. Koirala along with the leaders 
of various parties, provoked much comment and criticism in India. Mr. 
Nehru made no secret of his disquiet over these developments and his 
sentiments were echoed in Parliament and in some sections of the press. 
Nepalese reactions to Indian criticism were in turn sharp, and Indo-Nepalese 
relations deteriorated to a point when Khatmandu deemed it prudent to 
dispatch the new Foreign Minister, Dr. Tulsi Giri, to Delhi to reassure the 
Indian Prime Minister, as also to request Mr. Nehru not to permit any anti- 
Nepalese activities on Indian soil. 

Since the royal coup of December 15 some Nepali Congress Party exe- 
cutives, including a few ex-ministers of the Koirala Government, have 
arrived in India; and they held their first press conference at Calcutta on 
January 18. Addressing the conference the former deputy Prime Minister, 
Mr. Subarna Shamsher, who had accompanied King Mahendra in his recent 
tour of Europe and the United States, affirmed that nothing would be done 
by him and his followers to embarrass New Delhi. At the same time Mr. 
Shamsher declared that a nation-wide satyagrapha would soon be launched 
to compel King Mahendra to restore popular rule. Mr. Shamsher’s house in 
Calcutta is virtually the headquarters of the Nepali Congress Party. 

King Mahendra’s father, King Tribhuvan, it will be recalled, took refuge 
from the Ranas in the Indian embassy at Khatmandu late in 1950. Subse- 
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quently, in January 1951, the century-old autocracy of the Ranas was over- 
thrown and a system of democratic government set up. Apart from the fact 
of proximity India has been closely associated with the establishment of 
popular rule in Nepal, and King Mahendra’s action has undoubtedly stirred 
deep misgivings here. 

King Mahendra who succeeded his father on his death in March 1955 has 
always taken a more direct hand in the administration, but very few suspected 
that it would culminate in so drastic a climax. Incidentally, Mr. Shamsher at 
his Calcutta press conference absolved any foreign power of having a hand 
in the royal coup. There has been much speculation in India on the fact 
that the King’s action followed soon after his return from a tour of the 
West, and the much deflated Communists have been quick to exploit the 
coincidence. 

Khatmandu’s assurance of “true democracy under royal leadership”’ is 
unlikely to make any deep impression on the Nepalese politicians and parties, 
who having savoured the fruits of popular rule are not likely to relinquish 
them without a struggle. The next few months may produce some reper- 
cussions inside Nepal, but India because of the delicate and in some respects 
invidious position she occupies vis-a-vis the popular movement in that country 
is uneasy and will be embarrassed by any explosive developments. Khat- 
mandu might also invoke in its favour the Tibetan parallel, whereby the 
Dalai Lama and his followers have been strictly enjoined by New Delhi 
not to use India as a base for political operations against Communist China. 


A Visitor from Sikkim 


HE border problems which increasingly beset India were highlighted 
during the Queen’s visit by the arrival of the Maharaja of Sikkim, who 
came on a month’s goodwill tour of India. 

Sikkim’s Five-Year Development Plan envisages a modest outlay, but the 
entire resources are expected to be supplied by India. The Maharaja’s visit 
was preceded some months ago by that of the Majarajkumar who held pre- 
liminary discussions on the plan with officials in New Delhi, and it is expected 
that the Maharaja will carry the discussions a stage further. 

The border problem is also likely to figure in the Maharaja’s discussions 
with the Indian Prime Minister. At his last press conference shortly before 
the Maharaja’s arrival Mr. Nehru, answering a question on the position of 
Bhutan and Sikkim, explained that, while he had noticed a change of front 
by the Chinese on this issue, India had made it clear that any settlement of 
the border issues relating to these two Himalayan kingdoms would form 
part of the general Sino-Indian boundary settlement. 

While Sikkim is apparently willing to let her border be determined on this 
basis Bhutan has more recently displayed a desire to have a direct border deal 
with China. Mr. Jigme Dovji, Bhutan’s Prime Minister, in an interview in 
Calcutta, admitted that the Chinese Communists had been urging direct 
negotiations in view of the breakdown of the Sino-Indian negotiations. 
Bhutan, he said, had not ignored these gestures. The King of Bhutan will 
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be visiting New Delhi in February and presumably the matter will then be 
discussed. 


Outlook on Africa 


HE coming Commonwealth Conference is of special interest to India 

in view of the greatly increased Afro-Asian representation at that gather- 
ing. The question of South Africa’s retention of Commonwealth membership 
in the altered context also concerns India closely. 

While India is unlikely to take the initiative in proposing the ejection of 
South Africa it is New Delhi’s feeling that circumstances are accumulating 
to make South Africa’s continued membership of the Commonwealth 
increasingly difficult, if not impossible. Britain, it is felt, cannot ignore 
Afro-Asian feelings in the matter of apartheid. If South Africa does not resile 
from this basic policy a point may be reached when some of the Afro-Asian 
members might feel themselves compelled to withdraw from the Common- 
wealth. 

It would be regrettable were this to occur, for it would mean the break-up 
of the Commonwealth in its new form and a reversal to the old pattern 
confined largely to the old partners. In the swiftly changing context of today 
such a development would be anomalous. 

Mr. Tom Mboya, the 31-year-old Kenya politician and a leading member 
of the Kenya African National Union which is expected to win in the Feb- 
ruary elections, was a prominent visitor to the Congress annual session at 
Bhavnagar in January. He was concerned with securing Mr. Nehru’s support 
on two matters—the closer identification of Asian settlers in Africa with 
the Africans and pressure for the release of Jomo Kenyatta. Mr. Nehru’s 
reactions on both these matters appear to have gratified Mr. Mboya who 
proceeded to Delhi from Bhavnagar where he had another interview with the 
Prime Minister. 

Mr. Nehru is not likely to raise the issue of Kenyatta’s release at the 
Commonwealth Conference but he may conceivably discuss the matter 
privately with the Ministers concerned at Whitehall. On the role of Asian 
settlers abroad, Mr. Nehru’s views are well known. He has long urged that 


they should identify themselves closely with the nationals of the country 
where they are settled. 


India, 
February 1961. 








PAKISTAN 
THE PRESIDENT’S TRAVELS 


URING the last few months the President, Field-Marshal Mohammad 

Ayub Khan, has eminently distinguished himself as his country’s roving 
ambassador of goodwill. Starting from his visits to Saudi Arabia and the 
U.A.R. early in November, his new réle carried him—after a short gap— 
to Burma, Indonesia, the Philippines and Japan in December and to Yugo- 
slavia and West Germany in January. Judging from the joint communiqués, 
the treaties of friendship and commerce, the cultural accords, provisions of 
credits to finance the country’s Second Five-Year Plan and promises of 
further economic aid, the President certainly delivered the goods on behalf 
of Pakistan. 

With a remarkable degree of clarity President Ayub was able to project 
Pakistan’s stand on world affairs, her aims and aspirations and her difficulties 
and drawbacks. He cleared misgivings of his foreign audiences regarding 
SEATO and CENTO and assured them that Pakistan’s membership of these 
defensive alliances was purely for reasons for self-defence and self-preserva- 
tion. He convincingly brought out the considerable identity of thought and 
action on vital international issues, like disarmament and the réle of the 
United Nations, which exist between Pakistan and such countries as the 
U.A.R., Indonesia and Yugoslavia, in spite of their pursuing different 
foreign policies. In doing so he cleared the ground for extensive and varied 
co-operation between Pakistan and these countries. In the words of Presi- 
dent Nasser, his attempts to “build a wide bridge of relations between us” 
have succeeded with Ayub’s return visit to the U.A.R. Pakistan will now 
exchange trade delegations with the U.A.R. and Indonesia. Similarly a 
Pakistani trade mission is to visit Burma, and the two countries have agreed 
to designate their Foreign Ministers to settle the border issue. There is every 
hope that it will be done amicably and speedily. 

One of the major aims of President Ayub’s tours was to mobilize financial 
support for Pakistan’s Second Five-Year Plan. Here again he has been 
successful. Yugoslavia will supply to Pakistan ten million dollars’ worth of 
capital equipment on credit, and has made an offer of credit arrangement 
for a further five million dollars. She has promised continued support for 
the Second Five-Year Plan and has shown interest in joint projects in Paki- 
stan in the field of agricultural implements, processing industries, hydel 
plants and shipbuilding. West Germany has announced long-term loans 
amounting to 150 million marks during the first two years of the plan, which 
is in addition to normal export credits. Pakistan’s request for credits of thirty 
to forty million dollars for her industrial development is receiving favourable 
consideration by the Japanese Government. On December 18 Ayub signed 
a treaty of commerce and friendship with Japan, which provides for “‘most 
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favoured nation” treatment to each other’s citizens in regard to entry, sojourn 
and commercial activity. 

While the President was thus consolidating Pakistan’s international posi- 
tion, his Minister for Fuel, Power and Natural Resources, Mr. Z. A. Bhutto, 
was conducting negotiations in Moscow on Russian oil exploration in 
Pakistan. From all accounts his three-week mission to Soviet Russia has 
been fruitful, and an agreement between Russia and Pakistan on oil explora- 
tion will be signed in the near future. Russia has also expressed her willing- 
ness to consider proposals for economic collaboration with Pakistan without 
any strings attached. 

In the meanwhile the People’s Republic of China has agreed in principle 
to the demarcation of its border with Pakistan. Disclosing this in Peshawar 
on January 15, Pakistan’s Foreign Minister, Mr. Manzur Qadir, said that 
talks with the Chinese Government were continuing and proper demarcation 
would be undertaken after an agreement had been signed. The Foreign 
Minister added that Pakistan’s relations with China were “very cordial’. 

Another cause of friction between India and Pakistan has been removed 
with the exchange of territories along the 340-mile West-Pakistan-India 
border, which were in adverse possession of either country. The transfer 
was affected in an atmosphere of mutual cordiality and goodwill. 


Alliances or Neutralism 


LL these developments present such a formidable bill of fare that they 
will not yield to a satisfactory analysis in the course of one article. But 
there are one or two points which of necessity have to be discussed in some 
detail because of their vital significance in conditioning Pakistan’s approach 
to national and international issues—Pakistan’s own brand of co-existence 
and a new consciousness about Islam. 

Pakistan came into being on the basis of Islamic ideology and, as such, she 
was naturally antagonistic towards the godless creed of Communism. This 
was an important factor which favourably inclined her towards the West. 
But ideological sympathies apart, her co-operation with the West was no 
less actuated by realistic and pragmatic considerations. She found herself 
surrounded by hostile neighbours and searched for friends to safeguard her 
interests. 

For a time it had seemed that her foreign policy would bring forth the 
desired result. Before long, however, she found that her commitments 
to the West in military and other fields had reduced her to the position 
of a camp follower who was taken for granted. Her disillusionment was 
deepened with the change in Western attitude towards neutralism. At 
least for the first half of the last decade the West, and more particularly 
America, regarded neutralism as an unfriendly creed in both origin and pur- 
pose. The late American Secretary of State, Mr. John Foster Dulles, went to 
the extent of characterizing neutralism as “sinful”. But soon after there was 
a complete reversal of American attitude on this issue. Mr. Dulles, who had 
looked askance at any co-operation between America and a neutral country, 
now thought that an ally like Pakistan was not entitled to greater support 
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than a neutralist like India. Introducing a proposal in the U.S. Congress for 
massive support to India, in March 1958, Senator Kennedy (now President) 
significantly observed : “Our friendship should not be equated with military 
alliances or voting the Western ticket.” 

Naturally enough Pakistan wondered. Against heavy odds she had stood 
by the West. Her membership of military alliances had brought on her the 
hostility of the Soviet Union. The Baghdad Pact (CENTO) has estranged her 
with Arab countries with whom she had common ties of religion and who 
should have been her natural allies. For a number of years she voted against 
Communist China’s admission to the United Nations, even though she had 
cordial diplomatic ties with that country. Her foreign trade suffered because 
she could not exploit Communist markets for her raw materials. She per- 
sistently declined Soviet offers of economic aid, whilst neutral countries had 
the best of both camps. Above all her allies failed to get justice done on a 
matter of life and death to her—Kashmir. In the popular estimation the 
country had blundered in aligning herself with the West to the extent she did. 

The Democratic victory in the last Presidential election in America has 
posed further questions for Pakistan. The Democratic Party is committed 
“to review our system of pacts and alliances”. Apart from America’s “old 
allies whose cultural and spiritual origins we share”, President Kennedy’s 
inaugural address on the occasion of his installation in the White House 
significantly failed to mention America’s other allies, Pakistan among them. 
It is therefore high time for Pakistan to make a dispassionate reappraisal 
of her foreign policy. 

Perhaps such an appraisal is already taking place. Indication of it comes 
from Mr. Bhutto’s mission to Moscow. It is a widely held belief in Pakistan 
that oil exists in the country in substantial quantities. This is further con- 
firmed by the report of the Soviet oil delegation which visited Pakistan last 
year. While this has not been published, it is generally considered to be 
encouraging on the prospects of striking oil in Pakistan. In the face of this 
report, the failure of the large number of Western oil companies to find oil, 
after more than a decade of prospecting and drilling, looks all the more 
mysterious. All that this searching has produced is a large gas field, which 
while being put to great industrial use is not in itself sufficient to boost the 
country’s economy. Pakistan has in hand colossal projects like the Second 
Five-Year Plan and the replacement of a major portion of her irrigation 
system under the Indus Waters Treaty. She desperately needs to harness all 
her resources. It would have been wrong on her part not to seek Russian 
aid and advice on oil exploration, provided of course such aid and advice 
were unconditional. 

The fact that Pakistan has taken such a step has been wrongly interpreted 
in some quarters, which tend to see in it a basic change and even a reversal 
of Pakistan’s foreign policy. Any such misgivings should be set completely 
at rest in view of the repeated and categorical statements by the President 
and his Foreign Minister. Pakistan remains staunchly committed to her 
international obligations. Even as early as December last, President Ayub 
told Japanese reporters that, if the SEATO Council decided to intervene in 
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Laos, Pakistan would be prepared to send an armed contingent. He added: 
“Tf Pakistan is called upon to shoulder its burden and responsibility, we will 
never hesitate to do it.” Referring to Pakistan’s foreign alliances, the Foreign 
Minister, Mr. Manzur Qadir, on January 15 underlined the importance of 
collective security and joint action in the event of aggression. He said that 
no country in the world could afford to be caught unawares. 

Actually what looks like a change in Pakistan’s foreign policy is really no 
more than a shift of emphasis. Instead of depending wholly on the West, 
Pakistan is prepared to co-operate with Communist countries, provided of 
course such co-operation does not compromise her own independence or 
social system. If Pakistan’s national interests are promoted by unconditional 
Russian help there is no reason why it should be rejected. As a corollary, 
opposition to Communism is no longer to be confused with opposition to 
any particular Communist country. Pakistan has found it possible to enter 
into constructive co-operation with Yugoslavia, a country having an ideo- 
logy and social system different from her own. She can also evolve a similar 


pattern of relationship with Soviet Russia and rationalize her relations with 
that country. 


Islam and Nationalism 


DDRESSING a special Convocation of Cairo University on November 9, 
President Ayub spoke of Pakistan’s effort to promote a true and correct 
study and understanding of Islam. He referred to the recently established 
Islamic Research Institute and the new educational system which provides 
“a fine blend of religious and secular instruction. We shall pursue these 
objectives vigorously, but our efforts alone are not enough. In this we seek 
the co-operation of Cairo and Damascus which hold centuries-old treasures 
of Islamic traditions.” But in seeking such co-operation from Muslim 
countries the President was in no way thinking in terms of pan-Islamism. 
He told the National Party of the U.A.R. that Islam was no longer a solid 
tie between peoples. Nationalism was the force that triumphed in the world 
today. Each people must solve their own problems by relying on themselves. 
Nevertheless in an earlier speech in Cairo he recognized that Islam linked 
Muslims together in common ties of faith and “there should be no question 
of their falling apart’’. If Muslims adhered to the cardinal attributes of Islam, 
“no territorial, political or material considerations will separate Muslims 
from Muslims”. 
In a number of Muslim countries there has been—apart from political— 
a social and moral upheaval. They have an ideology, that of Islam, which 
can serve as a great stabilizing factor, if it were freed from dogma and super- 
stition. Perhaps Pakistan’s efforts in this direction might enable her to 


make some significant contribution to the cause of Islam in the not too 
distant future. 


Pakistan, 
February 1961. 








CANADA 


SHADOWS OF RECESSION 


ANADA ended the year 1960 under the shadows of an ominous recession 

in economic activities and a mounting volume of unemployment. The 
pressure of public opinion and the parties in opposition for effective measures 
to cope with a serious situation and a realization by the Diefenbaker Ministry 
that, unless it could refute the charges levelled against it that it had relapsed 
into a policy of drift and procrastination, its hopes of another spell of power 
would be dim, impelled it to summon Parliament to meet on November 17 
instead of in January as has been the practice in recent years. The latest 
official report about employment revealed that at mid-December the number 
of unemployed seeking work had risen to the largest post-war figure on that 
date, 528,000, which represented an increase of 99,000 over the figure for 
mid-November and of 122,000 over the figure for mid-December 19359. 
The unemployment insurance fund was so seriously depleted that the Govern- 
ment admitted that its replenishment by a special subsidy might be necessary 
unless the drain on it was stopped. 

So Mr. Diefenbaker decided that a reorganization of his Cabinet for the 
cure of some obvious weaknesses should be a prelude to the adoption of 
more vigorous policies. The introduction of new blood was facilitated by the 
retirement of Colonel Brooks, the Minister of Veterans Affairs, to accept a 
Senatorship and of General Pearkes, the Minister of National Defense, who 
was appointed Lieutenant Governor of British Columbia. Mr. Churchill, 
whose record as Minister of Trade and Commerce had made his demotion 
to a lowlier post advisable, was transferred to the Ministry of Veterans 
Affairs and replaced by Mr. Hees, the ablest of the younger Ministers, who 
had been a successful Minister of Transport, and Colonel Harkness, who 
had been an efficient Minister of Agriculture, was moved to the Ministry of 
National Defense. His post was given to Mr. Alvin Hamilton, who had been 
Minister of Northern Affairs and National Resources, and Mr. Leon Balcer, 
the Solicitor General, was promoted to the Ministry of Transport and 
replaced by Mr. W. J. Browne, who had been representing Newfoundland 
in the Cabinet without a portfolio. Four new recruits to the Cabinet were 
Mr. Hugh Flemming, lately Premier of New Brunswick, who was given the 
newly created Department of Forestry, Mr. Walter Dinsdale of Manitoba, 
who became Minister of Northern Affairs and National Resources; Mr. Noel 
Dorion of Quebec, who fills the vacancy in the Secretaryship of State caused 
by appointment of Mr. Courtemanche to the Senate; and Mr. E. G. Hal- 
penny of Ontario, who holds no portfolio. 

Undoubtedly the important departments of National Defense and Trade 
and Commerce will now be in stronger hands and Mr. Dorion, who has 
earned the reputation of being the ablest of the French-Canadian back- 
benchers of his party, ought to remedy the unfortunate weakness of French 
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Canada’s representation in the Cabinet. But in some other respects the 
reorganization is perhaps open to some criticism. For example, Ontario has 
now seven representatives in the Cabinet, but they all hail from the south- 
western section of the Province and all its territory east of Toronto is without 
a spokesman. It is also hard to see how Mr. Flemming, who last June was 
decisively ejected from power by the voters of New Brunswick, can strengthen 
the Government’s position in the Atlantic Provinces. 


A New Party 


QUARTET of Federal by-elections held on October 31 made it plain 

that the reorganization of the Cabinet had not increased the prestige and 
popularity of the Diefenbaker Ministry. Mr. Flemming was able to salvage 
for the Government the Royal division of New Brunswick, long a stronghold 
of Toryism, with a sharply reduced majority; but the Liberals easily retained 
the Welland division of Ontario and captured from the Progressive Con- 
servatives the Labelle division of Quebec. A more disastrous reverse befell 
the Government in the Peterborough division of Ontario, which a deceased 
Progressive-Conservative member has held for 20 years with majorities as 
high as 10,000. In the contest for it the new party of the left now being 
organized through an alliance of the C.C.F. and the Canadian Congress of 
Labor, although it is still nameless, entered its first candidate and was lucky 
to find an exceptionally able nominee in Mr. Walter Pitman, a young teacher 
of history, who proved to be an excellent speaker and a very adroit cam- 
paigner. He was able to secure the solid support of the labor unions, which 
hitherto had rarely been available for candidates of the C.C.F., because the 
longstanding feud between the two old labor organizations now merged in 
the Canadian Congress of Labor had always caused the Labor vote to be 
split. Mr. Pitman was obviously so superior to the mediocre candidates 
nominated by the two senior parties that Mr. Robertson Davies, Canada’s 
foremost playwright, who edits the Peterborough Examiner, persuaded his 
Liberal father Senator Davies, who owns the paper, that its traditional sup- 
port of Liberal candidates should be withheld and its backing given to Mr. 
Pitman, who promised to be a very efficient and creditable representative of 
Peterborough at Ottawa. The support of the Examiner and serious local 
unemployment helped Mr. Pitman, who, polling some 13,000 votes, had a 
comfortable majority of about 3,000 over his closest opponent, the Progres- 
sive-Conservative, to an astonishing victory. 

This inevitably aroused consternation in the camps of both the older 
parties and was as disconcerting to the Liberals as it was to the Government, 
because their candidate only polled about 19 per cent of the total vote for 
a seat which they had often held. It is also causing both the Progressive- 
Conservatives and the Liberals to revise their calculations about the next 
election. The Canadian Congress of Labor has now over a million adherents 
and, if the new party can find candidates endowed with anything like the 
abilities of Mr. Pitman and mobilize for them the solid support of the 
members of the Congress and their dependants, it will have an excellent 
prospect of carrying a substantial number of industrial seats in the next 
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Federal election. Its prospect of such gains will be enormously improved if 
Mr. Douglas, Premier of Saskatchewan since 1944, who has led the C.C.F, 
to five successive victories through the confidence reposed in him by many 
western farmers, can be induced to accept the leadership of the new party. 

The Progressive-Conservatives were at first disposed to think that the new 
party would split the anti-government vote to the detriment of the 
Liberals and improve their own prospects of another term of office; but the 
results of a Gallup poll held in November were a setback for these hopes, 
for they revealed that their percentage of popular support, which had been 
57 last January and 48 last May, had dropped to 39, while the Liberal 
percentage, which had been 30 in January and 37 in May, had risen to 44, 
and the percentage of the C.C.F. had advanced from 9 in January and May 
to II. 

At a meeting of the National Progressive-Conservative Association held 
before Parliament reassembled Mr. Diefenbaker tried to revive the droop- 
ing spirits of his followers by reciting the efforts his Government was 
making with, as he maintained, success to relieve unemployment and revive 
prosperity, and informing them that ‘you ain’t seen nothing yet’. So, when 
Parliament opened, the contents of a long Speech from the Throne outlined 
a comprehensive program of legislation, framed to make good his predic- 
tion. Many items in it aimed at relieving unemployment and stimulating 
economic activity. Among the proposals were a program of more generous 
assistance to municipal authorities for projects like the disposal of sewage 
and clearance of slums, a plan whereby the Central Mortgage and Housing 
Corporation will undertake in partnership with the provincial authorities 
the purchase, improvement and rental of existing houses, a further easing 
in the terms of lending on mortgages by this Corporation, loans to universi- 
ties for the construction of residences for students, guarantees by the Govern- 
ment to the banks of loans to small businesses for financing enlargements and 
improvements of their business premises and assistance to provincial govern- 
ments for the expansion of vocational training. 


Emergency Measures 


HE Government also committed itself to a number of major projects 

of economic expansion such as the development of water power on the 
Columbia River; a floodway to protect the city of Winnipeg; the construction 
by the Canadian National Railways of a line to a new mining field near Lake 
Mattagmi in north-western Quebec; a survey of a route proposed for 
a new railway line between Northern Alberta and Great Slave Lake; and 
works to control and conserve the waters of the Thames River in south- 
western Ontario. Other items in the program were legislation to enlarge 
the Canadian Tariff Board and authorize it to sit in two panels, to require 
the disclosure of information about their activities by business and labor 
organizations of which control is held outside Canada, to help schemes for 
encouraging amateur athletics, to revise the Criminal Code, the Civil Service, 
Penitentaries, Immigration, and Shipping Acts and to enlarge the investment 
and other powers of insurance companies. The Speech also proposed the 
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establishment of a National Productivity Council, which will investigate 
the possibilities of increasing Canada’s productivity and make recommenda- 
tions to this end; and there was a promise of a special Budget before the 
Christmas recess. 

Because the measures planned to relieve unemployment and stimulate 
economic activity were considered matters of great urgency, the debate on 
the Address, for which the parliamentary timetable allocates six days, was 
by agreement between the parties cut short before the end of its second day 
after the mover and seconder and the leaders of the three parties had spoken. 
Thereafter the more urgent Bills were introduced and the House of Com- 
mons worked assiduously to achieve their rapid passage into law. Both the 
Liberals and the C.C.F. gave their cordial approval to the motives behind 
the measures proposed for the relief of unemployment and the expansion of 
economic activity, but exercised freely their rights of criticism upon details 
of the plans and complained that they were both “too little and too late”. 
They were particularly sceptical of the value of the projected National 
Productivity Council, which Mr. Pickersgill, a former Liberal Minister, 
described as “a farce and a faith-healing operation”. Ministers and their 
supporters defended their legislation vigorously and contended that within 
a few months there would be tangible evidence of its fruits in a substantial 
decrease of unemployment and an upsurge of economic activity. Great 
reliance is being placed by the Government upon an increase of construction 
of buildings, but there are signs that in a number of cities and towns the 
supply of certain types of housing exceeds the demand. 

The Special Budget, which Mr. Fleming the Minister of Finance presented 
on December 20, revealed clearly that the calculations on which he had framed 
his Budget for the fiscal year 1960-61 had been upset by the impact of the 
recession, which had curtailed the yield of revenues and made increased 
expenditures necessary for the relief of unemployment. So he announced a 
downward revision of his earlier estimate of the revenues from 5,982 million 
dollars to 5,684 million and an upward revision of the budgetary expenditures 
from 5,880 million dollars to 5,980 million. He had to admit that there would 
probably be a deficit of 286 million dollars instead of the surplus of 12 million 
which he forecast last March. He attributed the failure of the revenues to 
show the rise on which he had counted to a disappointing advance in the 
value of gross national production for which he reduced his original estimate 
from 6 to 2 per cent, a figure which in the’ light of the considerable enlarge- 
ment of Canada’s population and productive machinery during the year 
indicated that the economy had lapsed into a state of stagnation in 1960. 
He proposed no changes in the personal income tax, the sales and excise 
taxes and the taxes on liquor and tobacco; but he abolished the 4 per cent 
surtax on investment incomes and, while he retained the basic rate of 50 
per cent in the corporation income tax, he gave some relief to small businesses 
by raising from 25,000 to 35,000 dollars the limit of annual earnings, on 
which corporation income tax would be levied at the rate of 21 per cent. 
Various changes for the encouragement of Canadians to invest in domestic 
enterprises were proposed. For new enterprises established in areas where 
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unemployment had become serious, or designed to increase the processing of 
Canadian raw materials at home or develop new products, there will hence- 
forth be available an allowance for double depreciation for a period of three 
years. Investment companies will hereafter be required to show that three- 
quarters of their revenues are derived from Canadian investments anda similar 
but higher rate of nine-tenths will be required for pension funds. For the 
discouragement of the inflow of American and other foreign capital, a number 
of concessions hitherto offered in taxation on dividends and other payments 
of interest exported to foreign countries are withdrawn, while the with- 
holding tax levied on the dividends of a Canadian subsidiary of a foreign 
corporation is raised from 5 to 15 per cent. These latter changes have aroused 
great resentment among American investors in Canadian securities and enter- 
prises and produced a demand for reprisals. 


The Government Under Fire 


the debate on the Budget both the Liberals and the C.C.F. arraigned the 

Government for a gross mismanagement of the country’s financial and 
economic policies, which had produced heavy budgetary deficits and very 
serious unemployment; but the spokesmen of the Government retorted that 
the recession was not serious and that the unemployment was partly due to 
increased automation and partly to misguided Liberal policies. During the 
session so far foreign policy has only received cursory attention in Par- 
liament, but there has been no real controversy over it, and Mr. Green, the 
Secretary for External Affairs, at meetings of U.N. has been persevering 
valiantly with his effort to secure progress with disarmament. The Govern- 
ment has also intimated that it is willing to make a contribution to the 
settlement of the crisis in Laos by co-operating in the re-establishment of the 
International Joint Commission, of which Canada was a member and which 
was charged with the task of achieving stability in South-east Asia. There 
has been considerable controversy in Canada about trade policy with Cuba. 
A statement by Mr. Hees, the Minister of Trade and Commerce, that Canada 
would welcome increased trade with Cuba aroused great resentment in the 
United States and was severely criticized in Canada, notably by Senator Croll, 
a Liberal, on the ground that attempts to make Canada profit by the Ameri- 
can ban on trade with Cuba would impair Canada’s good relations with the 
United States; but the Prime Minister has defended Mr. Hees’s attitude and 
pointed out that the United States still sells more to Cuba than Canada does. 
He announced the intention of the Government to create a Royal Commis- 
sion to investigate the problem of establishing a full service of medical care 
under government auspices. 

The Budget did not propose any direct increase in tariffs, but it revealed 
that the Government had responded to the pressure of domestic manu- 
facturers for better protection against foreign imports by an action which 
would not conflict with Canada’s commitments as a signatory to GATT. 
At present about 75 items of the Canadian tariff, many of them affecting 
heavy goods like machinery for the manufacture of pulp and paper, enjoy 
free entry or are subject to a very light duty on the ground that they are 
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“goods of a class or kind not made in Canada”. So Mr. Fleming announced 
that the Department of National Revenue would be instructed to make a 
careful scrutiny of the validity of all claims to this classification and it is 
expected that they will be pronounced invalid in many cases, where goods 
not completely identical with the imports, but of a similar type, are produced 
in Canada. In such cases higher duties will be levied on the imports and they 
will also become liable to the dumping duties. Many manufacturers hope to 
profit by the results of this scrutiny and it is estimated that it might affect 
about 300 million dollars’ worth of imports, chiefly from the United States. 

But the Government will have to walk warily about increases in protection 
for industries on account of the divergent views about tariff policy held by 
its supporters in Parliament. There was a time when the farmers and the 
importing interests were the main opponents of protection for manufacturing 
industries, but they have now gained powerful allies through the growth of 
the mining, oil and newsprint industries, which, except in the case of some 
western oil producers, who want restrictions on imports in order to gain 
competitive access to the Montreal market, could derive no benefit from 
higher tariffs, which would increase their costs of production. So today the 
balance of political forces at Ottawa has been tilted against the manufacturing 
interests. The Diefenbaker Ministry was made acutely conscious of the quan- 
daries which could be created for it by the heterogeneous nature of its 
support, when it made a protectionist move to help the domestic manu- 
facturers of motor vehicles to regain a larger share of the home market by 
raising the valuations on imported cars for customs purposes. It found itself 
faced at a parliamentary caucus with a formidable revolt of protest by most 
of its backbench supporters from the Atlantic and western provinces, who 
bluntly declared that their endorsement of this action would cost them their 
seats at the next election. There have been strong protests from other quarters 
against the change in valuations and severe criticism has been directed against 
the threats made by three Ministers, Messrs. Fleming, Churchill and Hees, 
that if Britain, in order to gain entry to the European Common Market, 
cancelled the tariff preferences which she now accorded to imports from 
Canada, Canada would be forced to revise her trade policies and cultivate — 
closer relations with foreign countries, particularly the United States. The 
Toronto Globe and Mail, whose enthusiasm for the Diefenbaker Ministry has 
been waning steadily, in a harsh editorial comment on one of these threats 
said that the language used in it was more appropriate for addressing enemies 


than a friendly country, with whom Canada had a very favorable balance in 
trade exchanges. 


Amending the Constitution 


HERE is now a fair prospect of ending the anachronism of letting the 
guardianship of Canada’s Constitution remain in the hands of the British 
Parliament, to which it was entrusted by the British North America Act 
passed in 1867, and of transferring unfettered control of it to Canada. The 
survival of this anomaly has long been regarded by most intelligent Canadians 
as an outworn badge of colonial servitude, which in American and other 
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foreign eyes vitiates their country’s claim to the status of full independent 
nationhood. The supervisory suzerainty, which the B.N.A. Act conferred 
on the British Parliament, has been gradually whittled down at the request 
of various Canadian Governments, but they have always balked at moving 
for its complete termination although it has long been in a state of suspended 
animation. The strongest opposition to any change in the status quo has 
always come from the French-Canadians, who felt that the British Parliament 
would always be a faithful watchdog over the special rights secured to them 
by the B.N.A. and were fearful that there might some day be elected at 
Ottawa a parliament with an English-speaking majority during one of the 
racial quarrels, which have occurred at intervals, and that it would try to 
abolish the rights on which they set great store as the bulwarks of their 
special culture. Two Liberal Ministers of Justice at Ottawa, Mr. Lapointe 
and Mr. St. Laurent who was later Prime Minister, both French-Canadians, 
favored an end of the anomaly, and their pronouncements helped to educate 
their racial compatriots about its obsolescence. But now the initiative for the 
removal of the last remaining shackle of political subordination from Canada 
has been taken by Mr. Jean Lesage, the new Liberal Premier of Quebec, 
whose record as a courageous reformer since he assumed power last year 
has inaugurated a new and healthier era in the politics of Quebec and marked 
him out as the most promising political leader produced by French Canada 
since Mr. St. Laurent emerged in 1941. At the last Dominion-provincial 
conference he surprised the other participants in it by a bold proposal that 
a committee consisting of the Federal Minister of Justice and the Attorneys 
General of all the ten provinces should undertake the task of evolving a plan 
through which Canada should secure control of her own Constitution. When 
the other provincial ministers at the conference agreed unanimously to his 
proposal and Mr. Diefenbaker gave it its blessing, the committee was for- 
mally created and set to work soon afterwards. The problem before them 
was approached in a friendly co-operative spirit by all its members, and at the 
close of their third meeting in January Mr. Fulton, the Federal Minister of 
Justice, felt able to issue a statement that a large measure of agreement 
about a solution had been achieved, that the few questions still in dispute 
‘could probably be settled by correspondence and that the necessary amend- 
ments of the Constitution would be prepared in draft form and circulated to 
the provincial Governments. 

The method of transfer of the Constitution, in which the British Parliament 
would cheerfully acquiesce, presented no difficulty and the real problem was 
how the Constitution could be amended after the transfer was made. There 
was unanimous agreement that some articles of the Constitution called the 
“entrenched articles” should only be changed with the consent of the Federal 
Government and also of the provinces, and there was a similar consensus of 
opinion that an amendment of certain other articles should require the 
consent of the Federal Government and of two-thirds of the provincial 
ministries, subject to the reservation that they must represent at least half of 
the total population. One of the points remaining in dispute concerns which 
articles should be entrenched and another is the delegation of powers. 
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Saskatchewan has opposed the entrenchment of all provincial powers on the 
ground that it would make the Constitution too rigid, and all the other pro- 
vinces except Quebec support its attitude; but Quebec favors firm rigidity. 
However, compromises will probably be reached and the path will then be 
opened for the severance of the last formal constitutional link (under the 
Crown) between Canada and Britain. 


The Columbia River 


N January 17 President Eisenhower and Prime Minister Diefenbaker 
signed at Washington a treaty operative for 60 years, which ratifies an 
agreement reached after long negotiations by teams of American and Cana- 
dian officials for the co-operative partnership of their countries in a huge 
power developement, on the Columbia River, which rises in the heart of 
British Columbia and flows into the Pacific Ocean at Astoria in the State of 
Oregon. The project will involve the construction of three immense storage 
dams in Canadian territory, and one-half of the power which is to be 
developed in hydro-electric plants on American soil will be returned to British 
Columbia. The treaty has already been sent to the Senate of the United States 
for endorsement, but similar action will be delayed at Ottawa until a dispute 
between the Diefenbaker Ministry and the Social Credit Ministry of British 
Columbia is settled. Canada’s share of the total cost of the project is estimated 
at 458 million dollars, and the Federal Government offers to make a loan of 
172 million dollars at a low rate of interest to the British Columbian Govern- 
ment and claims some measure of control over the project; but the latter 
wants an outright grant of this sum and will not concede any share of control. 
Signs that the Government is contemplating a general election this year 
moved the Liberal Party to hold at Ottawa in January a grand assize upon 
its fortunes and policies. Nearly 2,000 delegates attended and they were 
organized into 21 sub-committees, to each of whom there was allocated a 
current problem for examination. The reports of these sub-committees 
formed the basis of resolutions designed to form the framework of an elec- 
tioneering program. Not a few of the resolutions were obviously framed to 
demonstrate that the Liberal Party was so far advanced in its views that there 
was no need for the new party on the left, but the program foreshadowed 
for it was criticized on the ground that the heavy fresh expenditure proposed 
in it would inevitably mean higher taxation. The most interesting departure 
in policy was a pronouncement by Mr. Pearson, the Liberal leader, that 
Canada should completely renounce the use of nuclear weapons and restrict 
the activities of her air forces now under the NORAD Command to detection 
and early warning. But the Progressive-Conservatives jeer at this proposal 
as relegating Canada to the role of birdwatcher. 


Canada, 
February 1961. 








SOUTH AFRICA 
A “NEW DEAL” FOR THE COLOURED 


if is being said in some quarters that politics in the Union have not been 
in such a fluid state since the end of the Second World War. Just how 
fluid they are in reality the new session of Parliament may begin to show— 
though we shall possibly see the year out before it can be gauged whether 
there is any genuine depth either of purpose or support in the new thoughts 
which have caused such a surface disturbance in the Nationalist Party. At 
the moment the scene is confused by a counting of clerical heads, rumours 
of a general election being in the offing, and jubilation over the coming 
attainment of the Republic. 

Long before the Republic referendum there had been signs that certain 
intellectuals and academics connected with the South African Bureau of 
Racial Affairs (Sabra, a body created to provide moral, philosophical and 
practical content for apartheid) were dissatisfied with the progress towards 
a just separation of the races. Challenged by more liberal elements in the 
Opposition to show their dissatisfaction in a more concrete way, the Sabra 
supporters were wont to say, “Wait till after the referendum when the 
Afrikaners are feeling mellowed by the prospect of achieving their republican 
ideal at last.” 

No sooner was the Republic referendum ended than some of the Nationalist 
supporters of these views began to press more vigorously than ever before 
for a “‘new deal” for the Coloured people. 

More and more sympathetic statements began to be made about the 
Coloured people. This culminated finally with a Dutch Reformed Church 
mission clergyman’s book calling for complete integration of the Coloured 
population with the White. It was also announced three weeks after the 
referendum that the Cape Nationalists were setting up a committee to look 
into policy towards the Coloured people. This was to consist of the Minister 
of Public Works, Mr. Paul Sauer, as Chairman, the Deputy Minister of 
Interior, Mr. P. W. Botha, Dr. A. L. Geyer, ex-High-Commissioner in 
London and at present chairman of Sabra, and a number of other prominent 
Cape Nationalists. 

One of the ways of increasing the Coloured man’s status in the community 
most commonly suggested by Nationalists was to allow the Coloured voters 
to choose their communal representative from among their own group. 
The United Party leader had already put forward this idea in addition to their 
main policy of returning the Coloured voters to the common roll from which 
they had been excluded in 1956. 

Then came the news that Dr. Verwoerd had appointed his own cabinet 
committee to go into the matter of a “new deal” for the Coloured people. 
This seemed very much as if the Prime Minister was appointing a rival group 
to the Cape Nationalists who were already going into the subject. Shortly 
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after this came the announcement by Dr. Verwoerd that he would under no 
circumstances accept that Coloured voters be directly represented in Par- 
liament by their own group. He described Sir de Villiers Graaff’s acceptance 
of the idea as being a policy of “limited integration”. These “small con- 
cessions”, he added, clashed “head-on” with everything the Nationalists 
stood for. The Coloured people were to be given parallel development such 
as was accorded all other racial groups in the country, and what they needed 
most at the moment was to be “built up in the economic and educational 
fields. With this they should have practice and experience in the management 
of their own local affairs.” 

This precipitated the most extraordinary agitation among the Cape 
Nationalists. The Cape Nationalist newspaper, Die Burger, practically gave 
up its letter columns for a fortnight to the flood of letters for and against 
Dr. Verwoerd’s pronouncement. The Burger itself allowed some discreet 
chagrin to appear in its leading columns. Its main political columnist, Dawie, 
showed his discontent more clearly and quoted an earlier statement by Mr. de 
Wet Nel, Minister of Bantu Administration, which favoured the idea of 
Coloured men in Parliament. Mr. Nel is important because he is Dr. Ver- 
woerd’s most devoted follower as well as his successor in the Native Affairs 
department. He is known to echo exactly and with the greatest enthusiasm 
all the Verwoerdian dogma on the separation of the races and parallel 
development. An attack on Mr. Nel is, in fact, an oblique attack on Dr. 
Verwoerd, and everybody understood it as such. 

Mr. Nel retorted promptly and vigorously. He denied that the statement 
meant what Dawie had said it had meant—and he went on denying this even 
after Dawie had reproduced a photostat of the statement from Dr. Ver- 
woerd’s old newspaper, Die Transvaler. In addition Mr. Nel accused Dawie 
of having “liberal” trends of thought and liberal friends, to whom he gave 
more space in the Burger than he ever gave to Mr. Nel. The word “liberal” 
is practically the worst word in the whole extensive armoury of Nationalist 
insults. The Burger with suspicious alacrity sprang to the defence of its political 
columnist and asked why Mr. Nel was airing all these grievances in public 
against the newspaper. Meanwhile five Stellenbosch University professors 
one after the other expressed their discontent with Dr. Verwoerd’s statement 
and received good displays for their letters. A Transvaal Nationalist editor 
also dissociated himself from Dr. Verwoerd. Mr. Nel called Dawie a liberal 
again. Dawie warned Mr. Nel against starting a witch-hunt against those who 
favoured Coloured direct representation. 

In such a witch-hunt, said Dawie, the nastiest motives came to the surface 
and the hunt spread farther and farther. There would be disastrous cleavages 
in the Afrikaans people, in their institutions, including their church. “A 
nationalist movement which begins eating up its own children is at the 
beginning of its end”, he concluded. 

Dr. Verwoerd then issued a statement which said that the Government 
was going to be as firm as “granite” about applying apartheid. In addition he 
put out his version of the “New Deal” the Government was prepared to 
give the Coloured people. This was as follows: 
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The representation of Coloured people in Parliament by Whites shall remain 
as it is. 

There will be a Minister of Coloured Affairs. 

There will be an effective development programme in the 2,000,000 morgen 


existing rural homelands and settlements for Coloured people, with a system of 
local government. 


Coloured urban areas will become “separate entities with local governments 
completely controlled by elected Coloured members”. 

There will be a development and investment corporation for the Coloured 
people, ultimately to be run by Coloured leaders. 

The placing of all Coloured education, including the university college, under 
the Department of Coloured Affairs will be considered. 


The Department will be extended for the socio-economic development of the 
Coloured people. 


The Union Council for Coloured Affairs will develop to be a self-governing 
body with Union-wide authority concerning Coloured people. 

The Council will be reorganized and have more elected members. 

The Prime Minister and the Minister of Coloured Affairs will have annual 
conferences with the elected leaders of the Coloured community. 

Job-reservation will continue—“‘it is simply a precautionary measure against 
inter-racial competition” —and extended as regards the Coloured people. 


The Theology of Apartheid 


HE argument about the Coloured folk can scarcely be said to have died 

down even in the traditional period of political truce, that is, after Decem- 
ber 16 to the New Year. It was at any rate hushed for a while. But it flared 
up again with even greater vigour and vehemence when delegates of the 
Dutch Reformed Churches of the Cape and Transvaal, representing between 
them well over a million Afrikaner churchgoers, accepted the findings of 
a conference in Johannesburg of the Protestant churches of South Africa, 
at which representatives of the World Council of Churches were present. 
This meeting was called to lay down the Christian basis of race policy, and 
was attended by eighty leading South African protestants assisted by pro- 
minent churchmen from Britain, America, Holland, Nigeria and Ceylon, 
including twenty-four non-White representatives, some of them from Dutch 
Reformed Church bodies. It began on December 8, in closed session. 

A statement made at the end of the week’s meeting said that among the 
resolutions adopted was that “‘a policy which permanently denies to non- 
White people the right of collaboration in the Government of the country 
of which they are citizens cannot be justified”’. 

The delegates of the Nederduits Gereformeerde Kerk in Suid-Afrika* from 


* There are three Dutch Reformed Churches in South Africa. The largest is the Neder- 
duits Gereformeerde Kerk in Suid-Afrika, of which there are five autonomous bodies, one in 
each province and one in South West Africa—the N.G.K. Next, there is in the Transvaal 
the Nederduits Hervormde Kerk van Suid-Afrika, which does not differ significantly in matters 
of dogma from the N.G.K. referred to above. The third is the Gereformeerde Kerk in Suid- 
Africa, the most fundamentalist of the three Afrikaans Churches. Of the above only the 
Transvaal and Cape bodies of the N.G.K., and the Nederduits Hervormde Kerk were repre- 
sented at the Conference. The third church was not represented. 
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the Transvaal and the Cape issued a statement which, while supporting the 
idea of “differentiation”, expressed favour of Point 15, which said: 


It is our conviction that the right to own land wherever he is domiciled and to 
participate in the government of his country is part of the dignity of an adult 
man and for this reason a policy which permanently denies to non-White people 


the right of collaboration in the government of the country of which they are 
citizens cannot be justified. 


The delegates of these two bodies added the reservation that it must be 
clearly understood 


that participation in the government of this country refers in the case of 
White Areas to Natives who are domiciled in declared White areas in the sense 
that they have no other homeland. 


The Nederduits Hervormde Kerk van Suid-Afrika, a Transvaal church which 
has fairly close links with the churches referred to above, issued a statement 
backing apartheid as “the only just solution of our racial problems”. 

The statement added: 


We therefore reject integration in any form . . . the agreement that has been 
reached contains such far-reaching declarations that we cannot subscribe to it. 


Among other Conference decisions were : 


We recognize that all racial groups who permanently inhabit our country are 
a part of our total population, and members of all these groups have an equal 
right to make their contribution towards the enrichment of the life of their 
country and to share in the ensuing responsibilities, rewards and privileges. 

The present situation in South Africa is the result of a long historical develop- 
ment, and all groups bear responsibility for it. The South African scene is radi- 
cally affected by the decline of the power of the West and by the desire for self- 
determination among the peoples of the African continent. 

The Church has a duty to bear witness to the hope which is in Christianity 
both to White South Africans and non-Whites. 

No one who believes in Jesus Christ may be excluded from any church on the 
grounds of his race or colour. 

The revival of heathen tribal customs is partly the result of a deep sense of 
frustration and a loss of faith in Western civilization. 

There is a special need that a more effective consultation between the Govern- 
ment and leaders accepted by the non-Whites should be devised. 

There are no scriptural grounds for the prohibition of mixed marriages. The 

well-being of the community and pastoral responsibility require, however, that 
due consideration should be given to certain factors which may make such 
marriages inadvisable. 
Migrant labour has disintegrating effects on African life. No stable society 
is possible unless the cardinal importance of family life is recognized and, from 
the Christian standpoint, it is imperative that the integrity of the family be 
safeguarded. 





The delegates also added for good measure that they saw nothing wrong 
in principle in having Coloured people represented by members of their own 
group in Parliament. 








202 SOUTH AFRICA 


All these decisions could be read as direct criticisms of Dr. Verwoerd’s 
methods of administering apartheid—even of the sort of apartheid he espoused. 
The Dutch Reformed Churches in their amendments were, it was noted, 
careful to use the word “differentiation” rather than the favoured government 
words “racial separation” for apartheid. 

What the final decision of the Churches is going to be will only be known 
after the meetings of the Synods in February. Dr. Verwoerd has already told 
the public in a New Year Message that the delegates’ decision is not the 
final word. 

At the time of writing, the Federal Council of the Nationalist Party has 
just issued a statement which on all the above points can only be interpreted 
as a vote of confidence in Dr. Verwoerd’s policies and as a warning to 
“‘deviationists”’. 


South Africa, 
February 1961 

















AUSTRALIA 


ECONOMIC POLICY 


| ie an economy where population growth, immigration and the general 
drive for development areas great as in Australia inflation is a phenomenon 
which is never wholly absent. The inflationary pressure of 1954-56 was 
followed by two or three years of comparative stability, although prices and 
wages continued to creep upwards. Since the beginning of 1960, however, 
inflation has re-appeared, not only in accelerated price increases but also in 
a tightening of the labour market and in a speculative boom on the stock 
exchange and in real estate. 

This increase of inflationary pressure seems to have been associated with 
two factors. One was a recovery in wool prices, which began in February 
1959 and was maintained until nearly the end of the 1959-60 season, with 
the result that the average price per pound was 19 per cent higher than in 
the previous season. Exports of wool also increased in volume, as did several 
other important products, notably wheat and butter. The resultant rise in 
export earnings did not increase farm incomes, because of drought in some 
parts of the Commonwealth, but it did improve both the balance of pay- 
ments and at least initially the liquidity of the banks. The second factor was 
a rise in domestic incomes and costs. In May 1959 the Commonwealth 
Arbitration and Conciliation Commission, influenced no doubt by the spec- 
tacle of rising wool prices and increased internal activity, awarded an increase 
of 15s. per week in the federal basic wage. This was followed in November 
1959 by an increase of 28 per cent in margins for skill. The net result of these 
two awards was that by March 1960 minimum weekly wage rates were about 
7 per cent higher than a year earlier. 

However the boom may have begun, it quickly assumed a speculative 
character. Share prices and property values rose rapidly and a high level of 
activity was reached, particularly in the building and motor car industries. 

As the situation developed, government policy passed through three 
phases. Early in 1960 the Government decided to intervene in proceedings 
then before the Conciliation and Arbitration Commission for a further 
increase in the basic wage, and presented evidence to show that the economy 
needed time to assimilate the previous wage increases. In its judgment the 
Commission decided against granting an increase in the basic wage in 1960. 
The Government also announced its support of measures undertaken by the 
Reserve Bank to restrict the liquidity and the lending of the trading banks. 
Its main line of policy at this stage, however, was to counter the inflation by 
increasing the supply of goods through the abolition of import controls. 
These controls, which had been progressively relaxed several times, were 
felt to be arbitrary in their operation, and the favourable export position 
seemed to indicate that any temporary increase in imports could be met 
without too serious a depletion of oversea reserves. Import controls were 
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therefore virtually abolished in February 1960. At the time this decision was 
taken Australia held gold and foreign exchange reserves valued at £A547 mil- 
lion plus drawing rights with the International Monetary Fund exceeding 
£A200 million. This strong position resulted partly from the inflow of private 
oversea capital, which in recent years has been running at about {A100 mil- 
lion per annum. Equally, of course, any check to this flow could be extremely 
embarrassing. 

By the time of the budget in August the need for further action had become 
obvious. Internal prices and costs were rising sharply; shortages of key 
materials and of some classes of labour were beginning to appear; and 
speculation in land and securities was “disturbingly active and prevalent”. 
Imports had risen sharply, but the Treasurer was able to say that “the increase 
has not been inordinate and certainly no more than we expected”. On the 
other hand, the policy of trying to check the internal boom by credit restric- 
tions had clearly not been fully effective, for bank advances, so far from 
declining, had actually risen steeply. The choice confronting the Govern- 
ment was whether to enforce a more effective monetary policy, particularly 
by increasing interest rates on overdrafts and bank deposits and ultimately on 
government bonds, or whether to rely on fiscal measures and budget for a 
surplus. The Reserve Bank strongly advocated the former course, but the 
Cabinet seems to have decided on the latter. As finally brought down, the 
Budget provided for a cash surplus, an increase of 6d. in the £ on company 
tax, and the withdrawal of the 5 per cent rebate on personal income tax 
which had been granted the previous year. 

Any hope that these measures would suffice to check the boom quickly 
enough to dispense with the need for higher interest rates was doomed to 
disappointment. Between August and November oversea reserves fell to 
£400 million, wool prices fell and the flow of imports showed no sign of 
slackening. Bank advances, which had increased by nearly {A100 million in 
the year ended June 1960, increased by a further £AGo million in the follow- 
ing three months, much of the increase occurring as their customers made 
fuller use of their overdraft limits to finance larger imports. The speculative 
rise in share prices was checked in September, but the land boom continued 
apparently unabated. On November 15, therefore, almost exactly three 


months to the day after his budget speech, the Treasurer announced a new 
series of measures. 


Measures Against Inflation 


the first place, the Reserve Bank was empowered “to give guidance and, 

if necessary, direction” on the quantity of bank credit that could be made 
available by the trading banks and in particular to enforce a reduction in the 
credit available “for land and share speculation, for consumer credit and for 
purely financial dealings”. (The Reserve Bank, it may be noted, had been set 
up in January 1960 to take over the central banking functions formerly 
exercised by the Commonwealth Bank. The new bank continues with the 
same Governor and Board as the former Commonwealth Bank, but a new 
Commonwealth Banking Corporation has been created to manage the 
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Commonwealth Trading Bank, Commonwealth Savings Bank and various 
other activities. This separation of functions had long been sought by the 
private trading banks as an essential condition for their confidence in, and 
co-operation with, the monetary authorities.) In addition to its exercise of 
“guidance” or “direction”, the Reserve Bank prescribes the ratio of trading 
bank deposits which must be lodged with it in Statutory Reserve Deposit 
Accounts. This ratio has been fixed at 174 per cent since February, but some 
trading banks have recently been so short of liquid funds that they have had 
to seek loans from the Reserve Bank. 

Secondly, the Treasurer announced approval for an increase in bank over- 
draft rates from a maximum of 6 per cent to a maximum of 7 per cent and in 
bank deposit rates from 2# per cent to 44 per cent for a twelve-month term. 
Savings bank deposit rates have also been increased but no indication has 
been given of whether the bond rate will be increased when the next 
Commonwealth loan is launched this month. However, there is now only a 
I per cent margin between the bond rate and the bank deposit rate, so some 
increase in .e bond rate seems inevitable. There has already been a rise in 
the rate on three-month seasonal Treasury Notes, a new type of security 
which was first issued last year with the object of attracting short-term funds 
during the period from October to March. There has also been a marked 
fall in the market prices of Commonwealth bonds. 

Thirdly, action has been taken to keep to a minimum any necessary increase 
in the bond rate by reducing the ability of private businesses to attract money 
that might otherwise have been invested in Commonwealth bonds by offer- 
ing high rates of interest on debentures, notes and similar securities. In the 
past, such interest has been deductible as a business expense from the profit 
assessable for tax, with the result that a company could afford to pay 8 per 
cent on money borrowed in this way as readily as 5 per cent on money raised 
by the issue of preference shares. 

In the future, however, interest payments on new or additional issues of 
such securities will not be deductible in determining the taxable income of 
companies. By this means it is hoped to weaken the polarity of high interest 
rates and to stop the attraction of funds away from government loans to hire 
purchase companies and other “fringe” financial institutions. However, some 
tricky legal and administrative problems are involved, as well as an impor- 
tant question of principle, and the Government’s present proposals are ad 
interim only, pending the formulation of a permanent scheme. 

Fourthly, again as a means of channelling funds into government bonds, 
the Government proposes that life insurance companies and superannuation 
funds be required to hold at least 30 per cent of their assets in public authority 
securities, including 20 per cent in Commonwealth bonds. At first sight this 
limitation does not seem very restrictive, since in 1959 the life insurance com- 
panies held on the average 37 per cent of their assets in the form of public 
authority securities, but the proportion has been falling rapidly and is already 
below the proposed minimum in certain companies and probably in many 
superannuation funds also. Such companies and funds will therefore be 


required to revise their investment policies. This requirement appears to 
P 
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introduce a positive discrimination in favour of government bonds, whereas 
the withdrawal of the provision under which loan interest is a deductible 
expense for income-tax merely discourages competitive issues of private bonds 
bearing high interest. It also raises a question of principle, in so far as the 
managers of insurance and superannuation funds wish to protect their policy- 
holders and beneficiaries against the effects of inflation. They have been 
moving out of government bonds as a “hedge” against inflation, and the 
way to stop them moving out is to stop the inflation. If that could be done, 
there would be no need for compulsion. Fortunately the compulsion is not 
to be applied immediately but will have to await legislation early in 1961, so 
there may be time to give further consideration to its implications. 

Finally, direct action has been taken against one of the industries most 
closely associated with the hire-purchase boom, and with the continued high 
level of imports, namely the motor industry. Despite opposition from two 
government supporters in the Senate, this has been done by increasing the 
sales tax on motor cars and station waggons from 30 per cent to 4o per cent, 
and that on motor cycles and scooters from 16% per cent to 25 per cent. The 
tax is levied on wholesale values, but even so these increases will add between 
£70 and £100 to the retail prices of the most popular models of cars. Judging 
from previous experience of sales tax increases, demand is likely to be 
adversely affected and hire purchase finance made more difficult to obtain. 
This action comes also at a time when the industry is poised for a major trial 
of strength between General Motors’ well-established “Holden” and Ford’s 
new “Falcon”. The chief sufferers are likely to be the smaller (mostly British) 
companies, and some cuts-back have already been announced. There have 
been loud protests from the industry at what it regards as discriminatory 
action, but there can be no doubt that this industry has rapidly expanded in 
recent months. Although this is true of certain other industries also (e.g. 
building), the motor industry is the one that can be most quickly and readily 
restrained, and the one where restraint is likely to have the least harmful 
social repercussions. 


Interest Rates 


H OWEVER much public attention may be pre-occupied with the motor 
car industry and its problems, the central feature of the Government’s 
proposals is undoubtedly the belated and hesitant acceptance of higher 
interest rates. Whereas in the United Kingdom, the United States and many 
other Western countries interest rates have in recent years been freely ad- 
justed both upwards and downwards, in Australia bond rates have been 
allowed to rise on only three occasions since the War—August 1951, Novem- 
ber 1952 and May 1956. On each occasion the Government and the federal 
Treasury have acquiesced in the increases only reluctantly and under strong 
market pressure. Much the same seems to be happening again. This reluctance 
springs partly from an acute awareness of the extent to which public con- 
fidence in government bonds can be undermined by higher interest rates, and 
partly from concern at the cost that higher bond rates will impose on the 
federal budget. In Australia public borrowing for development occupies a 
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prominent position in central governmental finance, all borrowing on behalf 
of the States, and much of that on behalf of their public undertakings being 
undertaken by the Commonwealth. 

Even if interest rates are allowed to fluctuate more freely in the future, the 
question remains whether the present increases will suffice not only to check 
the internal boom, but also to check the flow of imports sufficiently quickly 
to prevent too great a depletion of our remaining international reserves. 
The Government may yet find itself compelled to tackle this problem directly, 
if not by the reintroduction of import licensing, then by some such device 
as an increase in primage duty or a general rise in tariffs. 


Amending the Crimes Act 


HE liveliest arguments of 1960 in Federal politics arose from the intro- 

duction, in September, of a government Bill to amend the Crimes Act. 
The Act was originally framed in 1914—and by a Labour Government—to 
give the Commonwealth a law relating to treason. It dealt with only two 
main offences, instigating an invasion and assisting a public enemy “by any 
means”. Its provisions did not apply to acts committed outside Australia. 
The 1960 amendments were described by the Attorney General, Sir Garfield 
Barwick, as bringing the legislation into line with the facts of life in a cold- 
war climate. 

He emphasized also the need for changes to enable the Commonwealth 
itself to prosecute for offences covered by his amendments. Hitherto the 
Commonwealth had had to rely on State law in part of this field. On one 
occasion after the Second World War, when an alleged offender had been 
committed for trial under State law, the State Attorney General had filed a 
nolle prosequi and refused to proceed with the trial. The Commonwealth 
objected to a situation in which it was powerless to decide such an important 
matter for itself. It therefore proceeded to enact a detailed modern code of 
the law of treason, treachery, sabotage, espionage and breach of official secrets, 
which could be administered and enforced by its own law officers. 

Almost immediately after introducing the amending Bill in Parliament, 
Sir Garfield Barwick left to attend the U.N. General Assembly in New York. 
By the time he returned, in October, criticism of the measure was flowing 
freely. 

In part, this criticism was based on the general reluctance of the Australian 
community to assent readily to any enlargement of the powers of its central 
government. In Labour and other left-wing circles, there were instinctive 
suspicions that a move to strengthen the Crimes Act at this particular stage 
was more than a routine part of the spring-cleaning to be expected of a 
newly appointed Attorney General. There was some feeling that the Govern- 
ment aimed to create an instrument for early use against Communists and 
militant trade unions, or at least to sustain a public awareness of the danger 
of subversion and sabotage in the period before general elections are due 
next year. 

However, it was not on this level of thinking that objections to the Bill 
achieved a political effect. It is true that the Communist Party and some trade 
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unions tried to stimulate mass protests. By and large, this effort failed. In the 
New South Wales city of Newcastle, there was a Communist-inspired bid to 
halt production at the Broken Hill Proprietary steel works for 24 hours. This 
was resisted by the right-wing Federated Ironworkers’ Association, and the 
stoppage was not effective. 

The criticism that brought substantial revision of the Bill came largely 
from liberal-minded lawyers and the greater part of the Australian Press. 
The extent to which the Bill departed from the traditional rules and pro- 
cedures of criminal law was widely discussed in the newspapers. This criti- 
cism, coming mainly from people who could be regarded as sympathetic to 
the purpose of the legislation, pinpointed the issues on which the Attorney 
General finally gave ground. 

The Bill defined treachery as any act aimed at overthrowing the Constitu- 
tion by sabotage or revolution, or overthrowing the established Government 
by violence. It would also be treachery to assist “by any means whatever” 
anyone against whom any part of the defence forces outside Australia were 
opposed or likely to be opposed. 

Provision was made for proclaiming a foreign country as friendly, after 
supporting resolutions had been passed by both Houses of Parliament. It 
would then be treachery for an individual to attempt to overthrow the estab- 
lished Government of the “‘proclaimed” country. 

To the new offence of sabotage, the Bill applied a provision of the original 
1914 Act, whereby the “known character” of an accused person might be 
introduced in evidence to show that his purpose was prejudicial. The pro- 
posed penalties were death for treason, life imprisonment for treachery, and 
up to fifteen years’ imprisonment for sabotage. 

The Attorney General maintained throughout that he was merely codifying 
and not changing the Common Law on the subject of treason. His critics 
pressed the point that, in the sub-section which made it treasonable to assist 
by any means whatever an enemy at war with the Commonwealth, it should 
be put beyond doubt that guilt depended on the intentional quality of the 
assistance. Sir Garfield agreed that a traitorous intent should be established, 
but insisted that the section, as first drafted, would in practice require this to 
be done. The same point arose under the new section dealing with treachery. 
Sir Garfield finally agreed to put the issue beyond doubt. This was done in 
one of the 21 amendments made to the Bill in the course of its closely and 
sometimes warmly debated passage through Parliament. 

As the strength of public criticism was realized, the Attorney General took 
the unusual step of issuing detailed public statements in defence of the 
legislation. The Government was thus debating the Bill simultaneously in 
Parliament and in the public forum of the Press. By early November the 
series of amendments and clarifications had taken shape. 

These included provision for a hostile country to be “proclaimed” before 
assistance to that country could be the basis for a charge of treachery; for 
acts done in good faith, and without intention to assist an enemy, not to be 
held unlawful; and for all offences against security to be tried by juries. A 
major addition, to protect freedom of political criticism, was the stipulation 
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that it should not be unlawful to point out, “in good faith”, errors or defects 
in the Government, the Constitution, legislation or administration of justice 
in any country with a view to reforming those defects. 

Although the Federal Opposition Leader, Mr. Calwell, said that the Bill 
was “still a bad Bill and not acceptable to the Labour Party”, there were 
differences among his followers on the line they should take. Some opposed 
the Bill in its entirety; others would have preferred to admit the general need 
for a revised security law and concentrate on detailed amendments to it. 
There was possibly some fear that rigid opposition might manceuvre Labour 
into an apparently pro-Communist position. As liberal criticism developed 
outside the Labour Party, the Parliamentary Opposition pressed its detailed 
list of amendments with confidence. But it was on the points raised by outside 
critics and debated in the Press that the Government made concessions. With 
these concessions, the measure completed its passage through Parliament 
before the Christmas adjournment. The main objections had been either fully 
met or substantially allayed. 

This controversy and its handling has raised some speculation about its 
effect on the political future of the Attorney General. Up to this point, he 
had been somewhat remotely known to Australians as an eminent barrister 
whose quick translation to politics and Cabinet rank marked him as a candi- 
date for the succession to Mr. Menzies as Liberal leader. He had been 
politically unruffled in his successful launching of uniform divorce legisla- 
tion. In his reaction to public challenge over his Crimes Act amendments, 
however, he had shown impatience. At one stage he wrote a letter of rebuke 
to the Presbyterian Church in Victoria for criticizing the Bill. It remains to 
be seen if his political standing has been weakened or if his 1960 experience 
turns out to be valuable to him. 

Australia, 

February 1961. 


NEW ZEALAND 
THE ELECTION RESULTS 


EW ZEALAND had the honour of acting as host to the Fifth Con- 

ference of British Commonwealth Statisticians in mid-November. But 
the thoughts of most New Zealanders were by that time concentrated upon 
the General Election to be held at the end of that month. The election 
resulted in a decisive victory for the National Party, led by the Rt. Hon. 
Keith Holyoake. Over the country as a whole there was a swing of 5 per 
cent against Mr. Nash’s Labour Administration, sufficient to drive it out of 
office after only one three-year term. In contrast, the previous National 
administration had survived for eight years, and the first Labour Govern- 
ments of M. J. Savage and Peter Fraser for fourteen. By taking, in most 
cases by narrow margins, seven seats previously held by its Labour opponents, 
National has secured 46 representatives in the House against Labour’s 34. 


The Influence of Social Credit 


HE Social Credit Political League, which managed for the third time to 

put up candidates for all 80 seats, also obtained increased support, parti- 
cularly in several predominantly rural constituencies—in one, Hobson, its 
candidate secured twice as many votes as the Labour candidate. However, 
over the country as a whole, the League obtained only 8-75 per cent of the 
votes cast, which, though higher than the 7-25 per cent secured in 1957, was 
less than the 11 per cent it received on its first appearance in 1954. It won 
no seats in the House, and 68 of its candidates lost their deposits by polling 
less than a quarter of the votes accorded to the winning candidates. 

It is probable that support for the League comes mainly from people who 
are disillusioned with the performance of the major parties, rather than from 
genuine adherents of Social Credit doctrine. The League itself seemed to 
recognize this in its election campaign. It gave only minor emphasis to 
doctrinal considerations, which it had emphasized in its approach to the 
electors in 1957, to justify its promises of substantial tax concessions, and 
subsidies on a wide range of foodstuffs, clothing and footwear, financed by 
interest—or “debt-free”’ money created by the Central Bank. By drawing 
attention to the difficulty of finding fundamental differences between the 
policies of the two major parties, it clearly hoped to attract support as the 
only real alternative to the existing system of government. The vast majority 
of electors clearly did not see it as an acceptable alternative. 

Nevertheless, the League’s philosophy of monetary reform has to some 
extent influenced the policies of the other parties, which have been under- 
standably anxious to maintain or recruit support from those who might 
otherwise vote Social Credit in marginal electorates. For instance, the violent 
opposition of many “monetary reformers” to joining the International 
Monetary Fund and World Bank has been one reason for New Zealand’s 
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continued failure to participate in the work of these institutions. At the last 
two elections Labour has declared its opposition to joining, in 1957 because 
it saw no point in doing so since it then intended not to borrow oversea, and 
this year because “our present economic circumstances” did not justify 
membership, although the party’s manifesto indicated that some oversea 
borrowing to assist economic development might be desirable. Mr. Holyoake 
had indicated earlier in the year that the National Party might have proposals 
to make on the Fund and Bank in its election policy; but, in the event, there 
was again no overt mention of the organizations in its manifesto, unless 
“full participation in the work of the United Nations and its specialized 
agencies” can be taken to include participation in the work of the Fund and 
Bank. 

Again, in their monetary policies, both parties have shown some anxiety 
to capture potential Social Credit support. In its 1957 election manifesto, the 
Labour Party stated its belief that “it is fundamentally wrong that the issue 
of trading bank credit should be, in effect, a private monopoly” and promised 
that it would ‘“‘adopt such measures as will ensure that the amount of credit 
which the banks issue is adequate” and that “the net profit made through 
the issue of credit (as distinct from the profit made through lending their 
own or their depositors’ money) is returned to the State”. In fact it quietly 
shelved this last curious promise, but it did, in the dying days of the 1960 
parliamentary session, introduce a Reserve Bank Amendment Act, the main 
purpose of which appeared to be to affirm “‘the sovereign right of the Crown 
to control currency and credit”. The Act makes it plain that the Government, 
and not the Reserve Bank, has full responsibility for monetary and exchange 
rate policies; but it adds little, if anything, to the powers already available 
to the Government and the Reserve Bank to control the trading banks and 
it is hard to avoid the conclusion that, in this respect, it was primarily 
“window-dressing”’ for the edification of monetary reformers. 

National Party spokesmen also actively campaigned for the support of 
monetary reformers in their election speeches. In his last major election 
address, Mr. Holyoake expressed his keen interest in monetary reform and 
assured Social Crediters that their basic objectives could best be achieved by 
supporting the National Party. In support of this assurance he was able to 
quote a letter from Mr. W. B. Owen, leader of the Social Credit Political 
League at the two previous elections, who indicated that he now favoured 
the National Party rather than the League, from the leadership of which he 
had resigned in 1958. 

One feature of the National Party’s manifesto, no doubt partly designed 
to attract monetary reformers, is a promise to establish a Monetary and 
Economic Commission outside the Civil Service, which will meet regularly, 
receive representations from the public, both individually and through 
organizations, and advise the Government on (a) “the main economic and 
financial problems which affect costs and internal price stability”; (d) “the 
provision of finance for expanding primary and manufacturing industries 
and services and ensuring full employment with higher living standards”; 
(c) “steps necessary to ensure that an adequate, but not excessive, supply of 
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money is in circulation”; and (d) “any reforms in the monetary system it 
considers desirable from time to time”’. 

Thus Social Credit, though not represented in Parliament, is not without 
influence on the other parties. Unfortunately, its influence generally tends 


to accentuate the already inflationary tendencies in the economic policies of 
these parties. 


The Issues Between National and Labour 


HERE has probably never been an election in New Zealand in which the 

issues dividing the major parties were less clear-cut than in this. The 
Labour Party, in its last year of office, had been attempting to create an image 
of itself as a party dedicated, not only to social reform, but now primarily to 
economic growth, with particular emphasis on the development of manu- 
facturing industry, the promotion of oversea trade, the widening of margins 
for skill and responsibility and the improvement of the education system. 
It took care to point out in its election manifesto that its promises of com- 
prehensive changes in social security benefits at the last election had been 
fulfilled, and that, apart from increasing the basic war pension, the Govern- 
ment would now merely “continue to make such adjustments as may be 
necessary to remove any anomalies and to ensure that all beneficiaries receive 
a fair share of the increasing national production”’. 

The National Party’s policy on social security was essentially the same. 
It clearly accepted the social security system as it stood, including such 
measures as the capitalization of family benefits, which it had at first vigorously 
opposed.* It stated that it had no proposals for introducing any new benefits, 
but promised that benefits, other than family benefits, would be increased 
from time to time, “having regard to increases in national income, wages 
and the cost of living”. 

The Labour Party offered a somewhat more expansive policy on health 
services, by undertaking to increase payments by Government to doctors so 
as to provide a general medical practitioner service free to the patient. 
National appeared somewhat more expansive in offering State assistance 
with the building and purchase of homes, by promising to provide loans of 
up to the whole cost of new houses, with a limit of £2,700, and to establish 
a scheme whereby finance would be made available on second mortgage, or 
the guarantee thereof, for the purchase of existing houses. But the differences 
between the parties on social services were clearly marginal. 

Neither party appeared to be concerned by the present conditions of 
severe labour shortage in the economy or by the tendency for the 
balance of payments to worsen as a result of rising payment for imports. 
Tacitly agreeing to ignore such inconvenient considerations, both parties 
promised tax concessions, National with more gusto and less reservation 
than Labour. The new Government will come into office committed to 
reducing death duties; revising gift and stamp duties; removing excess 
retention tax, except for proprietary companies ; permitting donations (within 


* THE Rounp TaBLe No. 190, March 1958, p. 207 and No. 192, Sept. 1958, p. 411. 
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limits) out of income for approved charitable, educational and welfare 
organizations to be deductible for income tax; and, given normal conditions, 
progressively reducing rates of personal and indirect taxation. Given the 
decline in oversea exchange reserves which is occurring, attributable mainly 
to the present inflationary tendencies in the economy, which in turn are being 
stimulated by a sharp increase in advances of the trading banks and in govern- 
ment indebtedness to the Central Bank, Mr. Holyoake and his ministers 
may find it difficult to implement much of this programme in their first year 
of office without further endangering the stability of the economy. Immedi- 
ately after the election, Mr. Holyoake expressed his concern at the decline 
in reserves of oversea exchange, and has since announced his Government’s 
intention to float a fairly large internal loan, in the face of a prospective cash 
deficit of {£25 million in the public accounts. 


Development Policies 


HE differences between the parties on policy for economic development 

are again merely differences of emphasis. Labour is probably prepared to 
intervene rather more positively than National to stimulate the development 
of manufacturing industry, and is more inclined to continue to use import 
licensing to accord protection to domestic industry against competition from 
oversea. National’s policy did not contain any reference to two proposals 
made by Labour—viz., a scheme for the erection by the State of factories for 
rental, designed to attract industry to selected areas, and an Industrial Finance 
Corporation to supply long- and medium-term capital for the establishment, 
reorganization or expansion of industries which could not otherwise obtain 
finance on reasonable terms. 

Nevertheless, National has promised to provide the necessary incentives 
and security for industrialists to plan long-term development. It stated that 
National’s objective would be to use adequate customs duties as the basic 
form of protection, but promised that import control would continue where 
necessary to ensure that efficient industries could become thoroughly estab- 
lished and have the opportunity to secure a major portion of the total market. 
A Tariff and Development Board would replace the present Board of Trade 
and would be required immediately to review the Customs Tariff and to 
recommend necessary changes. Subject to the promise just mentioned, it 
would also be charged with the duty of making recommendations to Govern- 
ment on the removal of import control from materials, equipment and 
finished goods of a type made in New Zealand. A definite promise was made 
to remove import control from manufacturers’ raw materials and equipment 
of a class not made in New Zealand, and, provided the oversea funds position 
was satisfactory, from finished goods of types not made in New Zealand. 
A National Government would also establish a broadly based Advisory 
Council on Industry and Industrial Development to advise Government on 
long-term industrial development. 

It is clear that there are no fundamental differences between the parties on 
industrial development. The National Party, with a large number of its 
parliamentary representatives drawn from rural areas, is likely to be somewhat 
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less protective and to pay rather more attention to the competitive ability of 
manufacturing enterprises than would a Labour Government. 

Again, in the field of transport, National will probably be more active 
than a Labour Government in breaking down restrictions designed to pro- 
tect the railways, which are State-owned, against competition from other 
forms of transport. It has promised to remove restrictions on the cartage of 
livestock and relax the restrictions imposed on cartage of other goods by 
road, so as to give users a greater right of choice. It has also declared its 
intention to create a Ministry of Transport to co-ordinate the administration 
of all transport and secure as much economy as possible in rail, road, sea and 
air transport. The new Minister will have a difficult task securing agreement 
on appropriate policies among the many vested interests in the transport 
field, both within and outside Government. 


Personal Freedom 


HE main distinction between the programmes of the two parties, how- 

ever, lay in a set of proposals made by the National Party to increase 
personal freedom which were not matched by Labour. The main point of 
contention was National’s proposal to restore voluntary unionism. Com- 
pulsory unionism became the law in New Zealand in 1936, since when every 
award of the Arbitration Court has been required to make the employment 
of non-union labour unlawful. The National proposal was opposed both by 
Labour spokesmen in the election and more strongly by some of the leaders 
of the Federation of Labour and its affiliated unions, who argued that it 
would increase the power of the militant section in the Labour movement 
and lead to serious industrial strife. However, judging by a post-election 
statement by the President of the Federation, the Labour movement may be 
modifying its views on this issue, and may regard it as presenting no undue 
threat to Labour’s interests. But some employers, aware that compulsory 
unionism has been of considerable assistance to Government in settling grave 
industrial disturbances, may take a more adverse view of the change. A union 
which is removed from the register under the Industrial Conciliation and 
Arbitration Act no longer comes under the compulsory unionism provisions 
of that Act. Another union may be registered under it and may obtain the 
benefit of its compulsory provisions. The members of the deprived union 
must then join the new one if they wish to continue their previous employ- 
ment. This power to remove from the register, which requires compulsory 
unionism to make it fully effective, was used quite successfully by Govern- 
ment in the 1951 waterfront and other disputes. It will be interesting to see 
whether the new Government will feel able to honour its promise on this 
issue in the light of the opposition which it is certain to encounter from a 
number of groups. 

With a view to safeguarding and increasing personal freedom, the National 
Party has also promised to pass a Bill of Rights similar to that recently 
adopted by the Canadian Parliament; to consider the provision of a written 
constitution for New Zealand; immediately to review all legislation and 
regulations of the last 25 years with a view to abolishing all unnecessary 
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restrictions on freedom; and to establish an appeal authority, responsible 
only to Parliament, to which citizens may appeal against all administrative 
decisions of the government. The Labour Party made no similar proposals. 

There were further differences between the parties on the control of 
public utilities. The National Party has proposed, for example, that the 
introduction and development of television should be controlled by a Com- 
mission, assisted by an Advisory Committee, including representatives of the 
churches and women’s organizations. The Labour Party, on the other hand, 
favoured State departmental control. Again, the National Party proposed, 
as opportunity permitted, to offer to the public government-owned shares 
in trading corporations, in, say, 55. units, to encourage widespread invest- 
ment; this is opposed by Labour. 

Finally, some National Party spokesmen attacked measures taken by the 
Labour Government this year to channel a greater proportion of available 
savings and loan moneys into the hands of the State, through such devices 
as tax concessions confined to interest on government stock or on savings in 
the Post Office and other savings banks investing heavily in government 
stock and, in particular, through the introduction of a Postal Clearing Ser- 
vice operated by the Post Office. In this connexion, they obtained vigorous 
support from an Action Movement established by staff of the trading banks, 
who kept up a continuous flow of press statements and letters to the news- 
papers during the election campaign, deploring the threat to their livelihood 
embodied in the Labour Government’s policies, which were described as 
“Socialism by stealth”. 


Integrity and Competence 


HE election was therefore not entirely devoid of issues of principle 
between the parties. Nevertheless, it is probably true to say that battle 
was joined mainly on the issue of the relative integrity and competence of 
the two parties as judged by their past records in office. The National Party 
contended that the Labour Party had irresponsibly promised its way into 
office in 1957, with its offer of an income-tax rebate of up to {100 and an 
undertaking not to increase taxes despite the greatly increased expenditure 
involved in its welfare policies. It reminded the electorate of the contrast 
between promise and performance in 1958, when taxes were substantially 
increased. It accused the Labour Party of allowing political considerations 
to override economic considerations in certain aspects of its works pro- 
gramme, particularly its decision to connect Nelson—a marginal seat—by 
railway with the South Island main trunk line, at a substantial cost to the 
nation both in establishment of the line and in future operating losses. It was 
able to criticize the Government severely for its failure to fill the country’s 
major diplomatic posts in London and Washington throughout its period of 
office. And it alleged ineptitude by the Labour Administration in handling 
the business of the House, culminating in a rush of inadequately considered 
and hastily drafted legislation in the last weeks of the 1960 session. 
Labour could claim abnormally adverse oversea conditions to justify its un- 
popular tax increases in 1958, and point proudly to its success in maintaining 
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full employment continuously in spite of these conditions and in contrast 
to the substantial unemployment prevailing elsewhere. It could point to 
significant reductions of taxation, relaxations of control and economic pro- 
gress since the crisis passed. But there is no doubt that National’s criticisms 
carried weight with many electors. Labour did not satisfactorily explain why 
it was necessary to introduce nearly all its major proposals for expenditure 
in adverse circumstances in its first year of office. Apart from the people of 
Nelson, who returned their Labour member with an increased majority, 
despite the general trend to National, most electors would not be convinced 
by the case made by the Government that the Nelson railway was desirable 
in the national interest. And its reasons for not filling the diplomatic posts 
were left shrouded in mystery. 

Consequently, continued resentment by some at the “black Budget” of 
1958, a feeling by others that Labour had been irresponsible in its promises 
at the last election, and perhaps a desire for younger and more vigorous 
leadership, probably all played a part in Labour’s defeat. One should also 
not under-estimate the effect of National’s much more efficient electoral and 
publicity organization. 

There is no reason to conclude at this stage, however, that Labour has 
been consigned to the political wilderness in New Zealand for a long period. 
It is highly probable that the economic circumstances confronting the 
National Government in its first year of office will compel it to adopt policies 
which will not enhance its popularity with the public. It is Labour’s mis- 
fortune at the moment that, through losses in the marginal seats, and through 
the retirement from politics of its vigorous Minister of Industries and Com- 
merce, Mr. Holloway, it has lost the services in the House of some of its 
most youthful and able representatives. In a situation where there are few 
fundamental issues between the parties, the ability, vigour and personality 
of members and the quality of the organization of the parties become of 
greatly increased importance for political success. The Labour Party has 
tended to pay insufficient attention to these considerations during this 
election. 


New Zealand, 
February 1961. 
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